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We are a leading global technology advisory firm that provides objective research, pragmatic advice and
personalized consulting. Emphasizing close interaction between analyst and client, Giga enables
companies to make better strategic decisions that maximize technology investments and achieve
business results.

Founded in 1995, Giga is headquartered in Cambridge, Mass. and has offices throughout the Americas
and Europe — as well in Latin America, Asia/Pacific and the Middle East. For more information visit
www.gigaweb.com.

We begin with experience: we hire experts whose “time in grade” has given them a breadth of experience
to see patterns that are less visible and relationships that are less obvious. We then place these experts
in a culture of collaboration, where the emphasis is on connections among different subjects and
specialists. This combination produces an unparalleled quality of advice, not only superior by traditional
measures but also able to guide real-world implementation of complex systems.

What this means for our customers is that Giga research is relevant, pragmatic, and personal: it's
specifically designed and delivered to support everyday decisions facing IT managers and executives.

Giga Advisory® is our flagship service that provides action-oriented, multidisciplinary research and
advice that maps to IT challenges.

Biga Council Membership™ provides a job function-related community that combines unlimited analyst
inquiry, highly targeted research and unparalleled networking opportunities. Giga Councils offer
vehicles and forums for interfacing with peers, as well as easy and efficient access to Giga research
and Giga analysts.

TEI™ is a holistic ROl approach for measuring how a technology solution impacts not only [T but also
the business units. TEl's analytical technique expands traditional cost analysis to include benefits and
flexibility, filtering all three factors through risk analysis.

Security Action ReperiCard™ is an umbrella of structured consulting engagements crafted to expose
gaps and risks and to map the performance of the Security organization to customer expectations and
current and emerging business requirements. Leveraging the proven practice and superior expertise of
Giga's analysts, our Security Action ReportCards assess Security readiness in three areas: Process and
Policies, Physical and Technical Security.

ForSITE™ is an exclusive service for senior IT executives providing networking with peers, customized
research and a personal relationship team to provide insight and advice.

IT Service Yendor ScoreCard™ is a structured methodology that enables clients to accelerate their
understanding of how to best leverage commercial practices for effective IT service delivery. The
ScoreCard provides clear, concise indicators of the relative strength and weaknesses of both internal
as well as external service suppliers.

Web Site ScoreCard™ is a market-proven, fact-based methodology that provides you with objective
analysis and actionable recommendations for measuring, managing and improving the effectiveness of
your Web site. Giga analysts deliver two versions of the Web Site ScoreCard — Public Site and
Intranet Site.

GigaConsulting™ complements our comprehensive advisory offerings for those times when you need to
move from general, industry and technology-focused research to a more personalized, in-depth
analysis within our broad scope of research.




1 G’ a Technology advice. Business results.

Giga Information Group®

May 28, 2002
Dear Shareholders

In 2001, Giga Information Group, Inc. announced quarterly profitability for the first time in its history. By
year end, we projected sustainable profitability and significant earnings for 2002, proving Giga had put a
solid, successful business model in place, that we’d adjusted our cost and expense base to a level that would
generate profitability in spite of the continued clampdown in our customers’ IT spending, and that our founding
premise had been validated: a tactical, return-on-investment { ROI) orientation for our research and advisory

services would generate high customer loyalty.

Giga’s approach translated into an 82 percent customer retention rate for 2001. I'm very proud of this
accomplishment, especially because customer retention is one of the most visible and important metrics in our
industry. Our customer renewal rate also has been significantly higher than that of our competitors, reflecting a
passion for customer service that has been a part of Giga’s culture from day one. This is both a validation of the
quality of our research and attention to our customer needs through our recently developed Customer Advocacy

Group.

This passion has extended to the creation of a number of advisory and consulting products which complement
our core research and advisory service and were created in response to specific customer needs. Not only has
our current client base responded positively to these products, but they also have given us a new avenue to
reach prospective customers and, in particular, the Fortune 1000 market. Our new advisory product,
ForSITE™, launched in May at our 2001 GigaWorld conference, gained momentum socner than we expected
and produced surprisingly strong results in a short time. ForSITE is a customized advisery product that helps

CIOs increase their effectiveness

by responding to some of their
most critical issues: ensuring IT
alignment with business strategy,
developing and maintaining best
practice enterprise strategies, and
managing risk and innovation in
parallel with the introduction of

new technologies.

Our two consulting point
products, Total Economic Impact™
(TEI™) and Web Site
ScoreCard™, continued to attract
new customers and to help us
engage more and larger corporate
clients. The TEI product helps
companies measure and

communicate the value of

information technology. With the
success of the TEI approach and
increasing customer requests to

quantify the value of IT, we are

now integrating this methodology

into all our research.
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Our Web Site ScoreCard product has been gaining acceptance, particularly for
Web site redesign projects. As we continued to work with — and more importantly
listen to — our customers, we responded to their needs with three new ScoreCard
modules during the year: Intranet Audit, Policy and Process Review, and Remote

Usability Testing.

Although we made the decision several vears ago to reduce emphasis on and
investments associated with events, our two mainstay GigaWorld conferences were a
resounding success with customers. We were honored to host former US President,
George Bush, as our North American conference keynoter. Both the US and the
FEuropean GigaWorld events generated 58 percent increases in attendance over the

prior year’s events and generated substantial new business leads.

Several senior analysts have returned to the company, and I think this is
indicative both of our progress in 2001 and the appeal of our collaborative research
model. Our high analyst retention rate speaks volumes about the culture here at
Giga. Our seasoned analysts — each averaging 19 years experience in IT — have
built a reputation not only for being industry experts, but also for their ability to
translate their knowledge into practical, usable solutions and to use each other’s
talents collaboratively to address a client’s problems. Technology can’t work in a
vacuum, nor can analysts work in stovepipes. Every day, I receive letters and
testimonials from our clients that compliment our analysts’ responsiveness and
knowledge and validate the success of the collaborative, team- based approach. A
growing number of comments cite that the implementation of our analysts’
recommendations saved them money and clearly demonstrated ROL What’s also
heartening is that the business press is increasingly turning to our analysts for their
expertise, which is building brand awareness among C- level officers. Rob Enderle
is one of the most- often- quoted analysts in the industry on IT issues and the PC
market in particular, Steve Hunt has emerged as one of the leading security

analysts, and the list goes on and on.

Revenue growth and first- time profitability in such a challenging economy were
tangible signs that our strategy was on target. Our financial turnaround also
demonstrated that our subscription service and point products had proven their
value even during a time when every IT budget line item was under intense scrutiny.
As we reduced our costs and expenses, particularly in the second half of the year,
the dedication of our employees was put to the test. They demonstrated their resolve
to move beyond the staff reductions; their commitment was 100 percent focused on
our customers. We actually produced higher revenues with an employee base 28
percent lower than the previous year, with sales per employee rising from
$177, 000 to $217, 000. I extend my appreciation to every single one of our 277
employees for keeping their eye on the customer. We have a lot to look forward to
as we’ve passed one major hurdle — profitability — and are now creating a new

chapter in Giga’s history.

Looking ahead to 2002, we can be sure that economic pressures will continue to

affect our customers, partners and our industry as a whole. The economic




environment has certainly challenged us. One consequence of this economy has been a steady reduction in the

annualized subscription value of Giga’s advisory services contracts.

A clear priority for 2002 is to rebuild our annualized subscription value base. Maintaining our legacy

customers and keeping our customer retention standards high are key. The renewal with SoundView Technology

Group, Inc., announced in the spring of 2002, was a large and strategic one for us, and renewals will
continue to be an important item on the agenda for the year. We have new customer support representatives
coming on board to stimulate this effort. In addition, we will continue seeking to grow our existing business

within the Fortune 500.

New products and services will also continue to be added to our repertoire, with three new offerings
presented at the 2002 GigaWorld IT Forum in Colorado Springs, Colorado. The first is a new security offering,
Security Action ReportCard™, to support information security planning. Security will be a top- of - mind issue
for years to come, and we plan to exploit the fact that we have the best security analysts in the business. We
are also announcing a new advisory subscription called Giga Council Membership™. Combining unlimited
analyst inquiry, highly targeted research and unparalleled networking opportunities, Giga Council Membership
is the easiest and most efficient way to access Giga analysts and research and to interface with peers. The Giga
Councils, which are grouped by job function, are designed to help make Council members as effective in their
jobs as possible. Also showcased at GigaWorld was the IT Service Vendor ScoreCard™, a tool that assesses the
competitive landscape for vendor offerings, products and services, as well as provides an evaluation and
assessment of strategic direction, such as mergers and acquisitions, partnerships, and marketing and sales

strategies.

Our Intranet Audit offering, introduced late in 2001, saw immediate success, and we believe that this will
continue to generate interest and increased sales for the coming year. It is also an avenue for further
penetrating the Fortune 1000 market, as we're gathering testimonials and references from very large
companies that relied on the best practices guidelines provided by the Intranet Audit prior to new portal

rollouts.

Making selective investments in our international business is another goal for 2002, particularly to take
advantage of the interest we're seeing in several geographic markets. Unlike some of our competitors that had
to constrict or close international operations, our international business is healthy and growing. For example,
we’ve seen positive signs in Brazil, where we’ve partnered with Fundagio Getulio Vargas (FGV), the country’s
most prestigious business and economics school. In India, where we started from a client base of zero, we now
claim four of the top five local IT companies as Giga clients. Offshore outsourcing is an emerging market, and
our research has attracted the attention of a number of companies in India. Both India and Brazil are top

prospects for Giga, along with a continuing strong base in the United Kingdom.

If there is one driving theme for 2002, it is new business development. Taking Giga’s value proposition to
new customers is at the top of my agenda, and we are making investments in sales and marketing to help drive
this effort. We believe that a sizable portion of our new business growth will come from Fortune 1000
companies, and our new salespeople are focused on penetrating this important market. Both our TEI and
ForSITE products should continue to attract new customers, and we hope to increase cross- selling opportunities
to leverage our customers’ interest in one product and encourage them to consider other products, as well as
our core subscription service. Our 2002 GigaWorld IT Forum, another opportunity for new business
development, atiracted a stellar list of speakers, including former New York City Mayor Rudolph Giuliani, HP
President Michael Capellas and Richard Clarke, Special Advisor to the President on Cyber Security. All three

were key participants in the 2002 World Economic Forum.
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One of our newest focuses is on building communities and achieving greater segmentation of the market.
Because we now have built our ForSITE membership to nearly 60 Cl0s and CTOs, we believe there are other

opportunities to coalesce this group and to rapidly respond to their emerging needs.

In 2001, as I met with our customers and listened to what the leaders of technology firms were saying, 1
noted a recurring set of cautionary themes: “Tough year. Recession. Downturn. Overcapacity in technology
infrastructure.” But as we proceed in 2002, there are signs that the technology sector is in the early stages of
a rebound, and I am optimistic that we’ll begin to see an improving picture, particularly in the latter part of

2002.

What is certain about the future is the uncertainties it holds, with September 11 a clear reminder of that.
The need to provide business leaders with clear, insightful information will only increase. Making the right

technology investments will continue to be a priority, with the added complexity the events of September 11
brought with it. Understanding our customers’ priorities. Asking the right questions. Balancing the urgency to
address enterprise continuity and security with an ongoing need for linking IT plans with business objectives
and an ROl orientation. This is our mission. And we will be there — helping companies successfully navigate

through the challenges ahead.

Sincerely,

Robert K. Weiler
Chairman, President and Chief Executive Officer

Forward-Looking Statements

Statements that are not historical facts may be considered forward-looking statements within the meaning of the Private Securities Litigation Reform Act of
1995. Forward-looking statements are not statements of historical facts, but rather reflect Giga's current expectations concerning future events and results.
Giga generally uses the words “believes,” “expects,” “intends,” “plans,” “anticipates,” “likely,” “will” and similar expressions to identify forward-looking
statements. Such forward looking statements, including those concerning Giga's expectations, involve known and unknown risks, uncertainties and other
factors, some of which are beyond Giga’s control, which may cause Giga’s actual results, performance or achievements to be materially different from any
future results, performance, or achievements expressed or implied by such forward looking statements. In evaluating such statements as well as the future
prospects of Giga, specific consideration should be given to various factors including the following: Giga's prior history of losses and negative working
capital; Giga's dependence on sales and renewals of subscription-based services; Giga’s ability to achieve and sustain high renewal rates; competition from
other companies including those with greater resources than Giga; Giga’s need to attract and retain qualified personne!; Giga’s ability to manage and
sustain growth; the risks associated with the development of new services and products; Giga's dependence on key personnel; the potential for significant
fluctuations in quarterly operating results; the risks associated with international operations; Giga’s future capital needs and the risks of working capital
deficiency; continued market acceptance and demand for Giga services; uncertainties relating to proprietary rights; Giga's dependence on the Internet
infrastructure; the risk of system faifure; the risks refated to content; and other risks as detaited from time-to-time in Giga's filings with the Securities and
Exchange Commission. Giga undertakes no obligation to update any forward-looking statements as a result of new information, unanticipated events, or
otherwise.
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K*
(Mark One)
[X] ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2001
OR
[ ] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE

SECURITIES EXCHANGE ACT OF 1934

For the transition period from ____to
Commission file number 0-21529

GIGA INFORMATION GROUP, INC.
(Exact name of Registrant as specified in its charter)

Delaware 06-1422860
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)
139 Main Street 02142
Cambridge, Massachusetts (Zip Code)

(Address of principal executive offices)
Registrant’s teiephone number, including area code: (617) 577-4900
Securities registered pursuant to Section 12(b) of the Act: None
Securities registered pursuant to Section 12(g) of the Act: Common Stock; $.001 par value

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirement for the past 90 days. YesX No __

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained
herein, and will not be contained, to the best of registrant’s knowledge, in definite proxy or information statements
incorporated by reference in Part II of this Form 10-K or any amendment to this Form 10-K. [x]

The aggregate market value of the voting stock held by non-affiliates of the registrant as of March 20, 2002 was
$14,963,715. This number was calculated by excluding all shares held by executive officers and directors of the
registrant and each person who owns 10% or more of the outstanding Common Stock without conceding that all such
persons are “affiliates” of the registrant for purposes of the Federal securities laws.

The number of shares outstanding of the registrant’s capital stock as of March 20, 2002 was 10,672,911 shares of
Common Stock, par value $0.001 per share.

DOCUMENTS INCORPORATED BY REFERENCE

The information required by Part IIT (Ttems 10, 11, 12, and 13) is incorporated by reference from the Registrant’s
definitive proxy statement, which involves the election of directors, to be filed with the Securities and Exchange
Commission (the “Commission”) pursuant to Regulation 14A, or if such proxy statement is not filed with the
Commission on or before 120 days after the end of the fiscal year covered by this Report, such information will be
included in an amendment to this Report filed no later than the end of such 120-day period.

* Composite copy, reflecting amendments contained in a Form 10-K/A dated April 30, 2002.




PARTI
Item 1. Business.

SAFE HARBOR STATEMENT UNDER THE PRIVATE SECURITIES LITIGATION REFORM
ACT OF 1995. Information included in this Annual Report on Form 10-K may contain forward-
lecking statements within the meaning of the Private Securities Litigation Reform Act of 1995.
Forward-looking statements are not statements of historical facts, but rather reflect Giga’s current
expectations concerning future events and results. Giga generally uses the words “believes,”
“expects,” “intends,” ‘“‘plans,” “anticipates,” ‘“likely,” “will” and similar expressions to idemtify
forward-looking statements. Such forward-looking statements, including these concerning Giga’s
expectations, involve known and unknown risks, uncertainties and other factors, some of which are
bheyond Giga’s contrel, which may cause Giga’s actual results, performance or achievements t¢ be
materially different from any future results, performance, or achievements expressed or implied by
such forward looking statements. In evaluating such statements as well as the future prospects of
Giga, specific consideration should be given to the various factors discussed in this Annual Report on
Form 10-K. Giga undertakes no obligation to update any forward-looking statements as a resuit of
new information, unanticipated events, or otherwise.

GENERAL

Giga Information Group, Inc. (“Giga”) provides objective research, pragmatic advice and
personalized consulting on technology information. Emphasizing close interaction between analysts and
clients, Giga enables companies to make beiter strategic decisions that maximize technology investments
and achieve business results.

Giga began providing research, advisory and consulting services in April 1996. As of December
31, 2001, Giga had a global client base encompassing approximately 1,300 organizations. Its enterprise
clients include companies that use, sell and invest in technology.

The majority of Giga's research, advisory and consulting services are available to customers for
an annual subscription fee billed and payable in advance. Giga Advisory® (“Advisory Service”), Giga's
principal service offering, entitles members to (i) access to all of Giga's advisory service information and
analyses, (ii) inquiry privileges and (iii) participate in a conference and teleconferences known as
GigaTels®.

Giga has designed its products and services to capitalize on the capabilities of the Internet. Giga
believes it became the first Internet-centric advisory firm by creating GigaWeb®, a unique content portal
that enables access to the full spectrum of Giga’s original research, selected third party content and human
expertise. GigaWeb, which was initially released in February 2000 and then upgraded to a new enhanced
version in July 2001, alsc enables clients to engage in virtual topic-oriented communities hosted and
moderated by Giga analysts. In addition, Giga maintains a knowledge management environment designed
for electronic delivery and collaboration among analysts and clients, facilitated through the Internet.

Giga launched its sales of Advisory Services in April 1996 and continued to grow, invest and
expand its services, reaching approximately 1,100 clients at December 31, 1999 and reaching its current
level of approximately 1,300 clients at December 31, 2000. Giga consummated its initial public offering of
common stock (“the Offering”) on July 31, 1998. In May 1999, Robert K. Weiler was named to succeed
founder Gideon I. Gartner as president and chief executive officer, and he assumed full-time duties in
August 1999. Mr. Weiler assumed the position of chairman in the fourth quarter of 1999.

Giga was incorporated on March 17, 1995 under the laws of the state of Delaware. Giga’s
principal executive offices are located at 139 Main Street, Cambridge, Massachusetts, 02142 and Giga’s
telephone number is (617) 577-4900.




MARKET FOCUS AND THE GIGA SOLUTION

Giga focuses on the IT research segment of the syndicated research market. “IT,” or Information
Technology, industries are primarily those concerned with computing, telecommunications and other
related industries. Typically, syndicated research companies develop a product that is sold to multiple
clients. In general, these products include primary and secondary research and analyst support as part of
the offering.

Giga recognized that an advisory model based on IT is crucial in a market that demands the kind
of technology integration made possible by continuing technological advances. Accordingly, Giga
developed an integrated advisory offering that could be delivered and supported via the Internet and that
helps clients make informed decisions about information technology through rapid access to
comprehensive and experience-based analysis and advice.

Advisory Service, in which Giga offers IT research and analysis to customers as a single service,
is intended to encompass the variety of IT coverage offered by other providers through multiple and
fragmented services. Giga believes that Advisory Service (i) delivers the comprehensive viewpoint
required by customers, (ii) offers a price/performance advantage since the payment of one subscription fee
provides access to all advisory research and (iii) becomes increasingly cost effective over time as new
advisory research is added without additional subscription fees.

Giga developed its approach in response to the needs of the market. Giga's integrated Advisory
Service produces internal benefits that Giga believes allows it to better service its customers, including (i)
flexibility of resource allocation, (ii) an orientation toward internal collaboration and (iii) the development
of experienced generalists, who are able to diagnose broad client IT challenges and communicate
effectively with clients. Flexibility of resource allocation allows Giga to focus its research resources to
address subjects of the greatest significance to its customers at any particular time. Giga's orientation
toward internal collaboration eliminates the competition among different advisory areas that Giga believes
is customary at other providers. Instead, Giga encourages its analysts to work together in a multi-
disciplinary approach and present a unified view to its customers. By virtue of several features built into
Giga's methodologies, such as a requirement that analysts articulate balanced opinions that include
probabilities of occurrence and alternative viewpoints, the process is also designed to be objective. In
addition, research is available to clients on a timely basis through GigaWeb's sophisticated authoring
technology. The customization features permitted by GigaWeb also make Giga's research more relevant to
specific client environments.
Giga Consulting™ (“Advisory Consulting”) services provide Giga’s customers with support via
retainer-based and project consulting arrangements to assess various IT issues, including an organization's
strategic technology plan, a vendor's marketing plan, or the implementation issues surrounding a major
technology migration. Advisory Consulting is a valuable extension of Giga's client inquiry process,
enabling customers to request more in-depth analysis targeted at the application of technology to their
specific situation.

Giga’s Web Site ScoreCard™ service is a comprehensive evaluation of an organization's web site
to help it better compete online. This service provides an in-depth assessment with recommendations on
how to strengthen an organization's online initiatives. Giga does not disclose Web Site ScoreCard results
and recommendations, but utilizes them as strategic internal documents to help an organization improve its
web site in order to gain competitive advantage.

Giga’s Total Economic Impact,™ or TEL™ service helps clients prioritize their IT projects,
justify and quantify IT spending, measure the costs and overall value of IT, gauge the benefits and risks of
future IT projects and articulate more clearly the value that their IT products and services may bring to their
customers.

GigaWeb, Giga's interactive Web destination for IT research and discussion, allows customers to
easily and efficiently navigate through the full spectrum of original research that is organized into




Knowledge Salons,™ which are continuously updated virtual communities, in which research, analysis and
points of view are shared and debated via the Internet. Each Knowledge Salon centers on an IT issue
driven by a catalyst, such as a client inquiry, industry event or discussion among Giga analysts and
advisors. A Giga senior analyst hosts each Knowledge Salon, and is responsible for keeping the content
current. Each Knowledge Salon includes a broad range of documents covering topics critical to
understanding IT issues and technology interrelationships.

Through the use of intelligent software agents on GigaWeb, Giga provides customized
information to each customer and allows customers to search for and select the information that is most
relevant to their particular needs. GigaWeb also enables collaboration with Giga's analysts and maintains
rich features that improve the usability of Giga research.

GIGA STRATEGY

Giga's objective is to become a leading global IT advisory firm, offering a significant
price/performance advantage over its competitors. The key elements of Giga's strategy include:

e  Offering information technology advisory and associated consulting service models based on
business needs. Giga has developed research and fulfillment models based on the premise
that enterprises need issues-based integrated research, advisory and consulting services to
maximize technology investments and achieve business results. Giga recognizes that business
strategies and multiple technologies are closely tied together and therefore cannot be
separated by arbitrary service divisions that force clients to subscribe to multiple services in
order to gain the information/advice needed to make decisions.

e Utilizing and Enhancing its Price/Performance Advantage. Giga intends to use its
price/performance advantage to increase the range of enterprises that can afford its services
and to allow customers to offer Giga's content to a wider group of employees than has been
affordable with competitors' products.

e Leveraging Existing Customer Base. Giga's services are used by approximately 1,300 client
organizations worldwide. Giga intends to expand its Advisory customer relationships by
providing additional services, such as TEI and Web Site ScoreCard and Advisory Consulting.
In addition, Giga is focused on increasing the number of Advisory Service subscribers within
each customer's organization.

o  Using new products and services to create growth opportunities. New products and services,
such as ForSITE,™ a service that helps guide and direct senior IT executives through the
process of integrating new technologies into their organization’s business plan, enable Giga to
attract and retain customers. Using new services, Giga can create additional relationships that
provide an opportunity to sell additional services.

o  Creating new distribution channels for research content. Giga is exploring distribution
partnerships to increase visibility of its technology information expertise and to generate
revenue.

e  Capitalizing on Worldwide Distribution. Giga has entered into agreements with distributors
located in the Asia/Pacific region, Europe and South America, and intends to pursue
additional international distribution arrangements.




PRODUCTS AND SERVICES

Giga's four principal products and services are (i) Advisory Service, which includes Advisory
Consulting, (ii) Events and Conferences, (iii) Web Site ScoreCard and (iv) TEL Giga's services are
designed to be accessed through GigaWeb, partner web sites and consultation with Giga’s analysts and
advisors.

Giga's principal product, Advisory Service, is typically sold through annual contracts that renew
automatically unless the customer cancels the subscription. Giga's experience has been that substantial
portions of customers renew expiring contracts for an equal or greater level of total fees each year (see
“Management's Discussion and Analysis of Financial Condition and Results of Operations - Overview”).
Giga prices its services in a manner designed to be competitive in the marketplace. A typical Advisory
Service contract currently has an Annualized Value, or AV, of approximately $52,000. Giga defines AV as
the cumulative annualized subscription value of Giga’s Advisory Services contracts in effect at a given
point in time. Giga’s events and conferences are typically attended by Giga clients and non-clients for a
nominal registration fee. Giga's Web Site ScoreCard is sold on a project basis at an average contract value
of approximately $40,000. Giga’s TEI is also sold on a project basis and the average TEI contract value is
approximately $66,000.

Advisory Service

Giga’s Advisory Service is a unique, single-service plan that eliminates the client’s frustration of
having to choose among numerous IT advisory services within the same organization. It examines specific
technologies, products and solutions in the context of their implications and impact on other technologies
and on the business. The results are strategic and tactical analysis, perspectives and recommendations.

Within this unified service, Giga covers a broad range of competencies, grouped into twelve core
disciplines:

Mobile Enterprise

Security

Management and Organization

IT Consulting and Outsourcing Services

IT Computing Infrastructures

Communications Infrastructures

eBusiness Back Office

eBusiness Front Office

Software Application Development Processes and Tools
Software Infrastructure and Architecture
Collaboration, Knowledge and Content Management
Assessment and Optimization

Giga’s flexible, integrated approach provides clients with strategic and practical business
recommendations at what Giga believes is a superior price/performance ratio. By offering unlimited access
to virtually all Giga content and Giga analysts, a Giga Advisory membership can help a client’s
management team make better-informed business and technical decisions.

Advisory Consulting

Giga’s Advisory Consulting service offers customized consulting relationships with Giga analysts
who develop a thorough understanding of a client’s IT environment while providing in-depth counsel.
Advisory Consulting complements the full range of Giga’s advisory offerings by fulfilling a client’s need
for detailed custom analysis and advice.




Giga’'s Research Process

To effectively meet client needs for Advisory Services regarding information technology, Giga’s
research is driven by catalysts such as client inquiries, external events and trends, as well as analyst insight,
and remains focused on the economic, technical and managerial forces shaping the evolution of business.
This research, the objectivity of which is supported through a published Objectivity Statement unique to
Giga, is used by Giga analysts to provide clients with both strategic and tactical analysis and
recommendations. The result is information that is designed to be practical, rather than a collection of
analytical “sound bites.”

Giga analysts provide action-oriented recommendations that focus on the here and now, not just
longer-term strategic views, Giga’s collaborative research process allows Giga analysts to advise on the
cause and effect of those recommendations, thus allowing more effective decision-making by its clients.

As of December 31, 2001, Giga employed approximately 76 research professionals and plans to
hire additional research staff, as needed. Giga’s principal research offices are located in Cambridge,
Massachusetts, Norwalk, Connecticut and Santa Clara, California. Giga’s analysts average 19 years of
experience with backgrounds ranging from consulting to that of chief information officers.

Events and Conferences

Giga’s events and conferences are designed to assist today’s IT and business executives drive their
organizations forward in the IT world. Thought provoking analyst presentations, interactive peer-to-peer
exchanges and customer case studies provide attendees with the information that is necessary to solve
problems and maintain their organization’s competitive advantage through technology.

Giga’s research conferences focus on the specific strategy, management and technology
challenges of operating a business in the global digital economy, and covers applications, infrastructures,
connectivity and mobility, customer management, IT and business alignment, emerging technologies and
organizational issues.

Giga’s flagship annual conference, Giga World IT Forum, held both in the United States and in
Europe, provides an opportunity for Giga’s clients and other attendees to participate in sessions covering a
broad spectrum of IT topics as well as the opportunity to interact closely with Giga analysts, advisors and
guest faculty in an environment designed to facilitate networking and peer-to-peer exchange.

Web Site ScoreCard

Giga launched its Web Site ScoreCard service in the third quarter of 1999. Web Site ScoreCard is
designed to help a client objectively evaluate its web site strategy and online initiatives by benchmarking
its current site against competitor sites and other “best of breed” sites. Web Site ScoreCard clients work
closely with senior Giga analysts on customized projects that are designed to provide them with concrete
metrics and solid, non-biased recommendations for use by the client’s staff.

TEI

Giga launched its TEI service in the second quarter of 2001. TEI is an analytical tool that enables
organizations to determine the value of their IT programs. TEI clients work closely with Giga analysts to
build an IT decision-making model that is applicable to their organization. TEI provides clients with a tool
to document and communicate the value of IT to management, assess and prioritize IT opportunities and
identify the IT projects that will provide the best return for the organization. TEI helps clients make the
right choices among implementation options, evaluate vendors on a wide array of variables and
communicate the value of their products and services to their current and future customers.




GigaWeb and Other Delivery Mechanisms

GigaWeb provides Giga clients with an interactive online destination for immediate access to
original research and analysis. A customized virtual office provides an intuitive layout, powerful agent-
assisted search engine, and daily notifications of new content through personalized saved searches called
GigaBots®. Giga believes GigaWeb is the industry’s most direct and comprehensive channel to IT
information.

IntraGiga® is ideal for companies that want rapid and secure access to Giga’s research content
without being connected to the Internet. By residing on an organization’s server, IntraGiga enables the
customization of Giga knowledge within an organization and control of the flow of information.

Giga also supports clients with its Knowledge Center, which is staffed by associates who track
customer inquiries, direct clients to the appropriate analyst or information source, and assist customers with
other research-related concerns. To protect client timetables, the Knowledge Center handles client
inquiries with an inquiry response support methodology that is critical in the IT research industry.

Giga’s Customer Advocacy Group is an added benefit that clients receive with their Advisory
Services. Client Care associates are dedicated to assisting clients with support and training and satisfaction
issues. Customer Relations Specialists engage clients through proactive outbound calls - enhancing their
use of existing services, increasing the value of their memberships and improving their overall satisfaction.
Customer Relations Specialists periodically review usage by all clients to help clients maximize their return
on their research investment. This program also provides Giga with valuable feedback that helps Giga
continuously improve its services. Giga also offers select clients a complimentary Field Analyst who is
dedicated to facilitating their interaction with Giga’s analyst community. The Field Analyst serves as the
client’s day-to-day proactive connection to Giga, providing improved access to Giga resources.

SALES AND MARKETING

Since its inception, Giga has made substantial investments in sales and marketing to sell its
services, address additional markets and support its growing customer base. Giga sells its services through
a direct sales force located in the United States, Canada, United Kingdom, Germany, Scandinavia, and
Israel. As of December 31, 2001, Giga had 39 North American field sales representatives and 20 field sales
representatives serving Europe and Israel. All Giga sales representatives participate in Giga's annual sales
compensation plan. Commissions are paid monthly based upon attainment of quotas versus established
quotas. Additional bonuses and other incentives are paid for meeting and/or exceeding various established
targets and for special promotions. Giga's internal marketing organization, primarily located in Giga's
Cambridge, Massachusetts and Norwell, Massachusetts facilities, provides public relations, lead generation,
direct mail support and other related services.

Giga also sells its services through independent representatives in Korea, Argentina, Brazil,
Panama, India, Hong Kong, Australia, and Japan. These representatives are compensated based on the net
new Annualized Value of the contracts generated by them. Giga also resells its services through
GigaGroup S.A., located in Paris, France. This entity was formerly known as Giga Information Group
S.A., a wholly-owned subsidiary of Giga (See Note 5 to the Consolidated Financial Statements).
Independent representatives are involved in other activities related to IT technology, mainly consulting, but
they do not represent any products or perform any services that conflict with Giga's services. To date,
revenues from these representatives have been insignificant.

Giga has approximately 1,300 enterprises as clients. No single customer accounted for over 10%
of Giga's revenues for the years ended December 31, 2001, 2000, and 1999.




COMPETITION

Giga competes in the IT market directly with other independent providers of research, advisory
and consulting services, including Gartner Group, Inc., META Group, Inc. and Forrester Research Inc., and
the internal planning, research and marketing staffs of corporations and IT vendors. Giga also competes
with other information providers, including market research firms, “Big Five” accounting firms, consulting
firms and systems integrators. Many of Giga's direct and indirect competitors have substantially greater
financial, information gathering and marketing resources than Giga. Some of Giga's direct and indirect
competitors also have established research organizations with greater market recognition.

EMPLOYEES

As of December 31, 2001, Giga employed 270 persons, including 119 in research and research
support, 4 in events and conferences, 95 in sales and marketing, 6 in research and development and 46 in
administration. Of these employees, 60 are located in Giga's Norwell facility, 50 are located in Giga's
Cambridge headquarters, 77 are located in Giga's other domestic facilities, 58 are located internationally
and 25 work from their homes. None of Giga's employees are represented by a collective bargaining
arrangement and Giga believes its relationship with its employees is good.

TRADEMARKS

GiGa Giga Information Group (and design),® Giga Advisory,® GigaWeb,® GigaBots,®
GigaTel,® GigaNotes,® ePractices® and IntraGiga® are registered trademarks of Giga. Giga uses several
trademarks, including eKnowledge,™ eGiga,™ Knowledge Salons,™ Web Site ScoreCard,™ TEI (Total
Economic Impact),™ GigaWorld IT Forum,™ IdeaBytes,”™ ExperNet,™ Giga Consulting,™ Executive
Advisor™ and ForSITE.™ All other trademarks or trade names referred to in this Annual Report on Form
10-K are the property of their respective owners.




Item 2. Properties.

Giga’s headquarters are located in Cambridge, Massachusetts and consist of approximately 16,000
square feet. This facility and approximately 27,000 square feet in its Norwell, Massachusetts facility
together accommodate corporate administration, research, analysis and advisory, marketing and sales and
customer support. The lease on the Cambridge facility expires in August 2005 and the lease on the Norwell
facility expires in May 2006. Giga also leases office space for its research, and sales and marketing efforts
in seven other U.S. and two primary international locations. Giga believes that additional facilities will be
available in the future on commercially reasonable terms to meet future needs. See Note 13 to the
Consolidated Financial Statements — Commitments and Contingent Liabilities: Lease Commitments.

Item 3. Legal Proceedings.

Giga from time to time is involved in certain litigation arising in the normal course of its business.
Giga does not believe that any such litigation, alone or in the aggregate, would have a material adverse
effect on its financial condition or results of operations.
Item 4. Submission of Matters to a Vote of Security Holders.

None.

Executive Officers of Giga

The following table sets forth certain information as of March 20, 2002 concerning the executive
officers of Giga.

Name Age Position
Robert K. Weiler 51 Chairman of the Board of Directors, President and Chief
Executive Officer

Victoria M. Lynch 42 Senior Vice President, Chief Financial Officer, Treasurer and
Secretary

Daniel R. Mahoney 53 Senior Vice President, Research

Jean-Michel Six, Ph.D. 49 Senior Vice President, Worldwide Sales and Marketing

Mr. Weiler was named President and Chief Executive Officer of Giga in May 1999, and assumed
full-time duties in August 1999. He was elected Chairman of the Board of Directors in October 1999.
Prior to joining Giga, he was President and Chief Executive Officer of Eastman Software, Inc. (formerly
Wang Software). From January 1991 to December 1995, he served as Sénior Vice President, Worldwide
Sales & Marketing, Service & Support for Lotus Development Corp. From October 1988 to January 1991,
he was President and Chief Operating Officer of Interleaf, Inc., a hardware and electronic
publishing/document management software company. From August 1986 to September 1987, Mr. Weiler
served as Executive Vice President, Worldwide Sales & Marketing for Cullinet Software, Inc. He was
appointed President and Chief Operating Officer in August 1987 and served in that capacity until
September 1988. From August 1985 to 1986, Mr. Weiler was Chief Executive Officer and President of
Distribution Management Systems, Inc., an application software company acquired by Cullinet. From
1976 to 1985, Mr. Weiler served in a variety of management positions for McCormack and Dodge, Inc., a
privately held software company until purchased by the Dun & Bradstreet Corporation in 1983. Mr. Weiler
holds a B. A. degree from Saint Anselm College.




Ms. Lynch was appointed Senior Vice President, Chief Financial Officer, Treasurer and Secretary
in July 2001. She served as Giga’s Vice President and Corporate Controller from April 1998 to July 2001.
From July 1996 to April 1998, Ms. Lynch was Corporate Controller for FASTech Integration Inc., a
multinational corporation that designed, developed, marketed and integrated manufacturing execution
software. From December 1994 to July 1996, Ms. Lynch was Corporate Controller for Cognex Corp., a
multinational firm that designs, develops and markets machine vision software and hardware used to gauge,
guide, inspect and identify products in manufacturing operations. From January 1988 to November 1994,
Ms. Lynch was Director of Accounting and Reporting and served in other management and supervisory
roles for Serono S.A., a multinational pharmaceutical and biotech company based in Switzerland. From
1981 to 1987, Ms. Lynch held management positions in public accounting, banking, and financial services.
Ms. Lynch holds a B.S. degree in accountancy from Bentley College.

Mr. Mahoney has served as Senior Vice President, Research since February 2000. He served as
Giga’s Vice President, Managing Research Executive from July 1997 to February 2000. From June 1996 to
July 1997, Mr. Mahoney was Vice President and General Manager at Intranet Partners, a startup
consultancy that focused on the business use of Internet technologies. From April 1995 to February 1996,
Mr. Mahoney was Vice President and General Manager of Dataquest North America where he was
responsible for the analysis, sales and marketing for North American business. From 1994 to 1995, Mr.
Mahoney was the Director of Systems Development for Household Credit Services, the credit-card division
of Household International, Inc. and one of the top five credit-card companies in the world. From 1969 to
1994, Mr. Mahoney held a variety of management, marketing and development positions at the
International Business Machines Corporation, or IBM. Mr. Mahoney holds a B.A. in mathematics from
Marist College and has done advanced degree work in computer science at New York University and in the
M.B.A. program at Santa Clara University, California.

Dr. Six was appointed Senior Vice President, Worldwide Sales and Marketing in January 2001.
He served as Giga’s Vice President, International from April 2000 to January 2001. From 1998 to March
2000, Dr. Six was a principal and consultant with Global Partners, Inc., a business development firm that
specializes in information technology, financial services and healthcare. From 1993 to 1997, Dr. Six was
Group Vice President, Business Development and Sales, and from 1987 to 1993, he was Vice President,
International at Standard and Poor’s DRI. He holds a Ph.D. in Economics and a M.A. in English Literature
from the University of Paris and has completed studies at McGraw-Hill’s Senior Management School, in
partnership with Harvard University.
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PARTII

Item 5. Market for Registrant’s Common Equity and Related Stockholder Matters.

From July 30, 1998 through January 4, 2001, Giga’s common stock was listed for trading on the
Nasdaqg Stock Market® National Market (‘“Nasdaq”) under the symbol “GIGX.” From January 5, 2001
through March 22, 2001, Giga’s common stock was listed for trading on the Nasdaq SmallCap Market.
Since March 23, 2001, Giga’s common stock has been listed for trading on the OTC Bulletin Board (see
Management’s Discussion and Analysis of Financial Condition and Results of Operations). Prior to July
30, 1998, there was no established public trading market for Giga’s common stock.

The following table sets forth the high and low sales prices as reported by Nasdaq or OTC for the
applicable quarterly fiscal periods during the fiscal years ended December 31, 2001 and December 31,
2000.

Fiscal Year 2001 Fiscal Year 2000

High Low High Low
First Quarter ended March 31 $3.880 $1.750 $11.375 $4.250
Second Quarter ended June 30 $2.670 $1.250 $9.250 $4.875
Third Quarter ended September 30 $2.050 $0.600 $8.250 $4.063
Fourth Quarter ended December 31 $2.400 $0.870 $6.188 $2.563

As of March 20, 2002, there were approximately 215 holders of record (1,244 beneficial owners)
of Giga’s common stock.

As of December 31, 2001, Giga had never declared or paid cash dividends on shares of its
common stock and does not intend to pay cash dividends in the foreseeable future.
Item 6. Selected Consolidated Financial Data.

The following table summarizes recent financial information for Giga. For further information,
see Part II, Item 8. Consolidated Financial Statements and Supplementary Data.
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GIGA INFORMATION GROUP, INC.
SELECTED CONSOLIDATED FINANCIAL DATA
(in thousands, except share and per share data)

Year Ended
December 31,
2001 2000 1999 1998 1997
Consolidated Statement of Operations Data:
Revenues:
Research, advisory and consulting $ 65379 $ 61,737 $ 46,621 $ 32,602 $ 15,438
Other, principally events 4,379 6,986 5,880 6,157 4,221
Total revenues 69,758 68,723 52,501 38,759 19,659
Total costs and expenses 71,645 77,012 69,498 56,531 43,097
Loss from operations (1,887) (8,289) (16,997) (17,772) (23,438)
Other income (expenses), net (408) 32 (269) (213) (333)
Loss from continuing operations
before income taxes (2,295) (8,257) (17,266) (17,985) (23,771)
Income tax provision (benefit) 140 (25) 62 36 (641)
Loss from continuing operations (2,435) (8,232) (17,328) (18,021) (23,130)
Income from discontinued operations - - - - 1,313
Loss before extraordinary item (2,435) (8,232) (17,328) (18,021) (21,817)
Extraordinary item, net of tax effect - - - (707 -
Net loss $ (2435 8 (8,232) $(17,328)  $ (18,728) $ (21,817)
Net Loss Per Common Share (1):
Historical results per common and
common equivalent share (basic and diluted):
Loss from continuing operations $ 023 $ 080) $ (173 $ (336 $ (11.16)
Income from discontinued operations - - - - 0.63
Extraordinary item, net of tax effect - - - (0.13) -
Net loss $ 023 $ 0.80) _§ (173) _$ (349 3 (10.53)
Historical weighted average common and
common equivalent shares outstanding: 10,572,594 10,270,695 9,999,737 5,365,202 2,072,837

(1) All share and per share amounts have been adjusted for the one-for-three reverse stock split effective July 29, 1998.
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GIGA INFORMATION GROUP, INC.
SELECTED CONSOLIDATED FINANCIAL DATA - continued
(in thousands)
December 31,
2001 2000 1999 1998 1997

Consolidated Balance Sheet Data:
Cash, cash equivalents, and marketable securities $ 1,118 $ 1,640 $ 586 § 21,038 $ 3,521
Restricted cash 57 - - - -
Accounts receivable, billed and unbilled, net 21,467 25,969 26,173 19,623 13,688
Pledged accounts receivable 3,128 1,717 - - -
Other current assets 4,186 6,052 5,174 4,772 3,753

Total current assets 29,956 35,378 37,213 45,433 20,962
Restricted cash 620 681 316 19 18
Property and equipment, net, and other assets 9,180 8,225 6,666 3,761 2,043
Total assets $ 39,756 $ 44,284 $ 44,195 § 497213 $ 23,023
Current portion of long-term obligations $ 2,832 $ 1,489 $ 527 % 461 $ 1,526
Deferred revenues 36,601 39,234 37,817 29,162 20,604
Other current liabilities 11,434 14,006 11,668 9,432 9,046

Total current liabilities 50,867 54,729 50,012 39,055 31,176
Long term obligations, less current portion 2,278 1,097 569 752 937
Total stockholders' equity (deficit) (13,389) (11,542) (6,386) 9,406 (9,090)
Total liabilities and stockholders' equity (deficit) $ 39,756 $ 44,284 $ 44,195 § 49,213 $ 23,023
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

SAFE HARBOR STATEMENT UNDER THE PRIVATE SECURITIES LITIGATION REFORM ACT OF
1995

Information included in this Annual Report on Form 10-K may contain forward-looking
statements within the meaning of the Private Securities Litigation Reform Act of 1995. Forward-looking
Statements are not statements of historical facts, but rather reflect Giga’s current expectations
concerning future events and results. Giga generally uses the words “believes,” “expects,” “intends,”
“plans,” “anticipates,” “likely,” “will”” and similar expressions to identify forward-looking statements.
Such forward looking statements, including those concerning Giga’s expeciations, involve known and
unknown risks, uncertainties and other factors, some of which are beyond Giga’s control, which may
cause Giga’s actual results, performance or achievements to be materially different from any future
results, performance, or achievements expressed or implied by such forward looking statements. In
evaluating such statemenis as well as the future prospects of Giga, specific consideration should be
given to various factors including the following: Giga’s prior history of losses and negative working
capital; Giga’s dependence on sales and renewals of subscription-based services; Giga’s ability to
achieve and sustain high renewal rates; competition from other companies including those with greater
resources than Giga; Giga’s need to attract and retain qualified personnel; Giga’s ability to manage and
sustain growth; the risks associated with the development of new services and products; Giga’s
dependence on key personnel; the potential for significant fluctuations in quarterly operating results;
the risks associated with international operations; Giga’s future capital needs and the risks of working
capital deficiency; continued market acceptance and demand for Giga services; uncertainties relating to
proprietary rights; Giga’s dependence on the Internet infrastructure; the risk of system failure; and the
risks related to content. In evaluating such forward looking statements, as well as the future prospects
of Giga, specific consideration should be given to the various factors discussed in this Annual Report on
Form 16-K, including those discussed under General Risks and Uncertainties. Giga undertakes no
obligation to update any forward-looking statemenis as a result of new information, unanticipated
events, or otherwise.

OVERVIEW

Giga provides objective research, pragmatic advice and personalized consulting on technology
information. Emphasizing close interaction between analysts and clients, Giga enables companies to make
better strategic decisions that maximize technology investments and achieve business results, Giga's four
principal products and services are (i) Advisory Service, which includes Advisory Consulting, (ii) Events
and Conferences, (iii) Web Site ScoreCard and (iv) TEL. Giga's services are designed to be accessed
through GigaWeb, partner web sites and consultation with Giga's analysts and advisors.

Giga introduced its Advisory Service and GigaWeb in April 1996. Giga introduced Advisory
Consulting in September 1997. Giga acquired its Events and Conferences product line in April 1995. Giga
launched its Web Site ScoreCard offering in the third quarter of 1999 and its TEI service in the second
quarter of 2001. For financial reporting purposes, revenues from (i) Advisory Service (including Advisory
Consulting), Web Site ScoreCard and TEI are aggregated into Research, advisory and consulting and (ii)
Events and Conferences are aggregated into Other, principally events.

Essentially all of Giga's current international operations are located in the European Community,
Canada and Israel. Giga’s wholly-owned subsidiaries in the United Kingdom and Germany manage direct
sales personnel in these and other countries in the European Community. In Canada, Giga uses a direct
sales force and provides business support to these salespersons through its operations in the United States.
Giga’s wholly-owned subsidiary in Israel, Gigaweb, Ltd., an entity that was formerly a reseller of Giga’s
products and services, manages direct sales personnel, primarily in Israel. In France, Giga resells its
services through GigaGroup S.A., an entity that was formerly a wholly-owned subsidiary of Giga. Giga
also ‘markets its products in Korea, Argentina, Brazil, Panama, Australia, India, Hong Kong and Japan
through resellers or distributors.

14




Substantially all of Giga's revenues from the European Community and Israel are denominated in
foreign currencies, particularly the British pound, while essentially all of Giga's revenues from Canada are
denominated in U.S. dollars. Revenues from resellers have been, and are expected to continue to be,
denominated in U.S. dollars. To date, however, such revenues have been insignificant. As a result of
fluctuations in exchange rates, transactions denominated in foreign currencies have inherent financial risk.
To date, however, Giga's cumulative translation adjustments have been slightly favorable, although there
can be no assurance that this trend will continue in the future. Giga does not currently hedge its exposure
to foreign currency adjustments.

Giga believes that a leading measure of jts business volume is Revenue Run Rate, which is
defined as AV plus the previous 12 months’ revenues from services not included in AV, primarily events
and services such as Web Site ScoreCard and TEI. At December 31, 2001, Revenue Run Rate decreased
approximately 2% to $73.8 million from approximately $75.3 million at December 31, 2000. Annualized
Value at December 31, 2001 decreased approximately 2% to $66.3 million from $67.3 million at December
31, 2000. ‘

A majority of Giga's contracts renew automatically unless the customer cancels the subscription.
Giga's experience is that substantial portions of customers renew expiring contracts for an equal or greater
amount of total fees each year. Historically, a substantial portion of new business, upgrades and renewals
for a given year has been generated by Giga in the last two calendar quarters, particularly in the last month
of the last quarter. As a result of this quarterly trend in business volume, trade accounts receivable,
unbilled accounts receivable, deferred revenues and deferred commissions typically increase substantially
at quarter end and at the fiscal year end. However, given the decrease experienced in Revenue Run Rate
and AV at December 31, 2001 and lower anticipated growth rates for the advisory services industry, these
accounts may not increase substantially at quarter end or at fiscal year end during 2002.

Giga's operating expenses consist of cost of services, sales and marketing, research and
development, general and administrative, impairment and other charges, restructuring costs, and
depreciation and amortization. Cost of services consists primarily of the direct costs associated with the
delivery of Giga's research, advisory and consulting, and other services. These direct expenses include
costs for analysts, research support staff and customer support, direct expenses for events and conferences
and costs to design, print and distribute conference brochures and course materials. Sales and marketing
expenses include personnel expenses, promotional expenses, and sales commissions. Sales commissions
are typically deferred when paid and recorded to expense as the related revenue is recognized. Research
and development expenses consist of personnel, consulting and other expenses to operate GigaWeb.
General and administrative expenses are primarily personnel costs and fees for professional services
supporting the operational and administrative functions of Giga. Impairment and other charges are charges
recognized for the impairment of acquired goodwill and other operating losses incurred in connection with
acquisitions. Restructuring costs are primarily costs to exit facilities in the United Kingdom and costs for
involuntary employee termination benefits associated with staff reductions. Depreciation and amortization
costs consist primarily of depreciation of computer equipment, furniture and fixtures and leasehold
improvements, and amortization of software licenses and software implementation costs and assets
acquired under capital leases.

In February 2000, Giga announced its plan to restructure its events and conferences business. As
a result, Giga eliminated a total of four positions in the fourth quarter of 2000. Giga recorded a
restructuring charge of $70,000 for the year ended December 31, 2000 for severance and other employee-
related costs associated with this restructuring. All amounts related to the restructuring of the events and
conferences business were paid in the fourth quarter of 2000.

In February 2000, Giga also announced its plan to consolidate operations in its Watford, U.K. and
Windsor, U.K. locations into one common facility in the Windsor area. Nine employees from its finance
and its conferences groups elected not to relocate to the Windsor area. In connection with this facility
project, Giga recorded a restructuring charge of $183,000 for the year ended December 31, 2000 for lease
cancellation fees and related costs and severance and other employee benefit costs. As of December 31,
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2000, the remaining provision balance was $107,000. In June 2001, Giga announced its plan to cancel the
facility project in the United Kingdom. As a result, Giga recorded a net restructuring charge of $439,000
for the year ended December 31, 2001. This net charge consists of a $55,000 reduction to the provision
recorded in 2000, a $778,000 charge recorded in the second quarter of 2001 for facility and other exit costs
related to the cancellation of the facility project, and an adjustment recorded in the fourth quarter of 2001
for $284,000 to reverse a portion of the charge booked in the second quarter of 2001 since the actual exit
costs were lower than the contractual commitments. As of December 31, 2001, the remaining provision
balance was $21,000. The exit activities are expected to be completed by the end of the first quarter of
2002. See Note 6 to the Consolidated Financial Statements.

During 2001, Giga also recorded a restructuring charge of $890,000 for involuntary employee
termination benefits in connection with staff reductions made during the second, third, and fourth quarters
of 2001. There were a total of 117 employees terminated, 99 of whom were from North America and 18 of
whom were from Europe, across all departments. Employee termination benefits include severance, salary
continuation, medical and other benefits. As of December 31, 2001, the remaining provision balance was
$50,000. Giga expects to pay all of the remaining costs associated with the staff reductions by the end of
the first quarter of 2002. See Note 6 to the Consolidated Financial Statements.

On July 9, 2001, Giga purchased 2,383 shares common stock of Gigaweb, Ltd., which sells and
markets Giga’s research, advisory and consulting services primarily in Israel, for $574,000. This
transaction resulted from the exercise of an option by a number of the outside shareholders of Gigaweb,
Ltd., pursuant to an outstanding Stock Purchase Agreement. Under the terms of this option, Giga was
required to purchase the shares of Gigaweb, Ltd. based on a fixed muitiple of the Annualized Value of
Gigaweb, Ltd. one month prior to the date of exercise. Management believes the fixed multiple
approximated fair value at the date of acquisition, as compared to market multiples of other comparable
companies. As a result of this transaction, Giga’s ownership of Gigaweb, Ltd. increased from 7.8% to
53.4%. While immaterial to Giga’s consolidated results, the results of Gigaweb, Ltd.’s operations have
been included in Giga’s consolidated results as of the date of acquisition. See Note 3 to the Consolidated
Financial Statements.

On December 31, 2001, Giga purchased the remaining 2,431 shares of Gigaweb, Ltd. for
$642,000 as a result of the exercise of the option held by the remaining principal shareholder of Gigaweb,
Ltd., pursuant to a Letter Agreement that amended the original Stock Purchase Agreement between Giga
and the shareholders of Gigaweb, Ltd. (“Amended Agreement”). Under the terms of the Amended
Agreement, Giga was required to purchase the shares of Gigaweb, Ltd. based on a fixed multiple of the
Annualized Value of Gigaweb, Ltd. at December 31, 2001, or a defined minimum value. On the date the
option was exercised, Giga was required to pay the minimum value. The difference between the minimum
value and the fair value of the assets acquired was $332,000 and is included in the Consolidated Statement
of Operations under the caption “Impairment and other charges.” As a result of acquiring these remaining
shares of Gigaweb, Ltd., Giga’s ownership of Gigaweb, Ltd. increased from 53.4% to 100%. As of
December 31, 2001, Giga recorded an amount payable of $642,000 related to this transaction, which is
included in accrued expenses and other current liabilities in the Consolidated Balance Sheet at December
31, 2001 and is expected to be paid in full by April 1, 2002. See Note 3 to the Consolidated Financial
Statements.

Due to significant deterioration in the financial performance of Gigaweb, Ltd. during the second
half of fiscal 2001 (including continued operating losses and a 47% decline in its Annualized Value),
management performed a review of the goodwill acquired and determined that an impairment occurred.
Giga’s management based its analysis on the guidance provided in the Statement of Financial Accounting
Standards (“SFAS”) No. 121, “Accounting for the Impairment of Long-Lived Assets and for Long-Lived
Assets to be Disposed of.” Management’s analysis concluded that the sum of the expected future cash
flows (undiscounted and without interest charges) was less than the carrying amount of Gigaweb, Ltd. and
an impairment loss was recognized in accordance with SFAS 121. Giga calculated this impairment charge
as the difference between the carrying amount and fair value of the asset, with fair value being estimated
based on a multiple of Annualized Value, as determined by the market value of other comparable
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businesses. Giga recorded an impairment loss of $512,000, which is included in the Consolidated
Statement of Operations under the caption “Impairment and other charges.” See Note 4 to the Consolidated
Financial Statements.

CRITICAL ACCOUNTING POLICIES

Giga has identified the policies below as critical to its business operations and the understanding
of its results of operations. The preparation of Giga’s audited Consolidated Financial Statements in
conformity with generally accepted accounting principles requires management to make estimates and
assumptions that affect the reported amounts of assets, liabilities, revenues and expenses, and related
disclosure of contingent assets and liabilities. On an on-going basis, Giga evaluates its estimates, including
those related to bad debts and sales cancellations, goodwill, investments, restructuring, income taxes,
contingencies and litigation. Actual results may differ from these estimates under different assumptions or
conditions.

Revenue and Commission Expense Recognition

Giga’s revenue recognition policy is critical because revenue is a key component of Giga’s results
of operations and revenue recognition determines the timing of various expenses, such as commission
expense. Giga typically sells its principal product, Advisory Service, through annual contracts that
generally provide for payment at the commencement of the contract period. A portion of these contracts,
however, is billed semi-annually, quarterly or monthly. Amounts billed in advance of services provided are
reflected in Giga's financial statements as deferred revenues and are recognized monthly on a pro-rata basis
over the term of the contract. Giga recognizes revenues from project consulting, Web Site ScoreCard and
TEI as such services are completed and revenues from events as they occur. Unbilled receivables, the
majority of which are due within one year, primarily result from deferred billing terms offered in
connection with Giga's annual contracts. Giga also records the related commission obligation upon
acceptance of a contract and amortizes the cotresponding deferred commission to expense over the contract
period in which the related revenues are earned. In the event the customer cancels the contract, the
commission is refundable with respect to the portion related to the revenue that will not be recognized.

Sales Cancellations and Allowances for Doubtful Accounts

Giga’s management must estimate future sales cancellations related to current period revenue.
Management analyzes historical cancellations, current economic trends and changes in customer demand
and acceptance of Giga’s products and services when evaluating the adequacy of the sales cancellation
allowance. Giga must make significant management judgments and estimates in connection with
establishing the sales cancellation allowance in any accounting period. Material differences may result in
the amount and timing of Giga’s revenue for any period if management made different judgments or
utilized different estimates. Similarly, management must estimate the uncollectability of Giga’s accounts
receivable. Management specifically analyzes accounts receivable and analyzes historical bad debits,
customer credit-worthiness, current economic trends and changes in customer payment terms when
evaluating the adequacy of the allowance for doubtful accounts.

Valuation of Goodwill

Giga recorded goodwill in 2001 in connection with the acquisition of Gigaweb, Ltd. Giga must
periodically evaluate the fair value of the acquired business for potential impairment indicators.
Management’s judgment regarding the existence of impairment indicators is based on the market
conditions, the estimated future cash flows, the Annualized Value and the operational performance of
Gigaweb, Ltd. Future events could cause management to conclude that impairment indicators exist and
that the goodwill associated with the acquired business is further impaired. Any resulting impairment loss
could have a material adverse effect on Giga’s financial condition and its results of operations. In 2001,
Giga recorded an impairment loss of $512,000 for the impairment of the acquired goodwill, leaving a
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remaining goodwill balance of $665,000 as of December 31, 2001. See Notes 3 and 4 to the Consolidated
Financial Statements.

Valuation of Investments

Giga has long-term investments in companies that are not publicly traded, which makes
determining the value of these investments difficult. Giga records an investment impairment charge when
it believes an investment has experienced a decline in value that is other than temporary. Future adverse
changes in market conditions or poor operating results of underlying investments could result in losses or
an inability to recover the carrying value of the investments that may not be reflected in an investment’s
current carrying value, thereby possibly requiring an impairment charge in the future. Any resulting
impairment loss could have a material adverse effect on Giga’s financial condition and its results of
operations. In 2001, Giga recorded an impairment loss of $164,000 for the write-off of one of its
investments, leaving remaining long-term investments aggregating $1,084,000 as of December 31, 2001, of
which GigaGroup S.A. represents $1,059,000.

Income Taxes

Giga has incurred substantial tax loss carryforwards since its inception, and acquired certain tax
loss carryforwards. Due to the magnitude of these existing tax loss carryforwards and substantial
uncertainties associated with its business, Giga has been unable to conclude that it is more likely than not
that it will realize the deferred tax asset associated with these tax loss carryforwards. Accordingly, Giga has
not recognized any of this deferred tax asset and it has been fully reserved. As of December 31, 2001, a
valuation allowance of $37,308,000 had been recognized to offset the deferred tax asset. Future events
could cause management to conclude that it is more likely than not that Giga will realize a portion of the
deferred tax asset. Upon reaching such a conclusion, the valuation allowance will be reduced and the
deferred tax asset will be recognized. Currently, Giga provides for income taxes only to the extent that it
expects to pay cash taxes for current income, primarily state taxes and the federal alternative minimum tax.

The above listing is not intended to be a comprehensive list of all of Giga’s accounting policies.
In many cases, the accounting treatment of a particular transaction is specifically dictated by generally
accepted accounting principles, with no need for management’s judgment in their application. There are
also areas in which management’s judgment in selecting any available alternative would not produce a
materially different result. See Giga’s Consolidated Financial Statements and notes thereto which begin on
page F-1 of this Annual Report on Form 10-K which contain accounting policies and other disclosures
required by generally accepted accounting principles.
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RESULTS OF OPERATIONS

The following table sets forth certain financial data as a percentage of total revenues:

Revenues:
Research, advisory and consulting
Other, principally events

Total revenues

Costs and expenses:
Cost of services
Sales and marketing
Research and development
General and administrative
Impairment and other charges
Restructuring charge
Depreciation and amortization

Total costs and expenses
Loss from operations
Interest income
Interest expense
Other expense
Foreign exchange loss

Minority interest

Loss from operations before income taxes
Income tax provision (benefit)

Net loss

The decreases in the various operating expenses expressed as a percentage of total revenues in the
table above, from 2000 to 2001, are primarily due to a decrease in expenses resulting from staff reductions
and other cost-cutting initiatives implemented during 2001.
expenses expressed as a percentage of total revenues in the table above, from 1999 to 2000, were primarily

2001 2000 1999
94% 90% 89%
6% 10% 11%
100% 100% 100%
40% 45% 50%
40% 47% 57%
2% 3% 4%
13% 13% 17%
1% - -
2% i ]
5% 4% 4%
103% 112% 132%
(3%) (12%) (32%)
- - 1%
- - (2%)
(3%) (12%) (33%)
(3%) (12%) (33%)

The decreases in the various operating

due to leveraging those expenses over increased revenues derived from a growing customer base.
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FOR THE YEAR ENDED DECEMBER 31, 2001 VERSUS THE YEAR ENDED DECEMBER 31, 2000

Revenues. Total revenues increased 2% to $69.8 million in 2001 from $68.7 million in 2000. The
increase in total revenues was primarily due to the increase in research, advisory and consulting revenues.

Research, advisory and consulting. Revenues from research, advisory and consulting increased
6% to $65.4 million, or 94% of total revenues, in 2001 from $61.7 million, or 90% of total revenues, in
2000. The increase in revenues was primarily due to market acceptance of Giga's services, particularly
Web Site ScoreCard and Giga’s new TEI service.

Other, principally events. Other revenues, principally events decreased 37% to $4.4 million, or
6% of total revenues, in 2001 from $7.0 million, or 10% of total revenues, in 2000. The decrease was
primarily due to decreased revenues for events registrations and sponsorships, since fewer conferences
were held in 2001 compared to 2000.

Costs and expenses. Total costs and expenses decreased 7% to $71.6 million in 2001 from $77.0
million in 2000. The decrease in total costs and expenses was primarily due to the decrease in cost of
services and sales and marketing expenses.

Cost of services. Cost of services decreased 10% to $27.6 million in 2001 from $30.7 million in
2000. The decrease in costs was primarily due to cost-cutting initiatives implemented in 2001. The
decrease is also due to lower costs required to produce events, since there were fewer conferences held in
2001 compared to 2000. Cost of services as a percentage of total revenues declined to 40% in 2001 from
45% of total revenues in 2000, primarily due to the factors discussed above.

Sales and marketing. Sales and marketing expenses decreased 12% to $28.1 million in 2001
from $31.9 million in 2000. This decrease was principally due to a reduction of costs resulting from the
deconsolidation of Giga Information Group S.A., a former wholly-owned subsidiary of Giga, in September
2000. Giga Information Group S.A. issued shares of its common stock to new investing parties resulting in
Giga’s ownership of Giga Information Group S.A. decreasing from 100% to 19.9%. As Giga no longer
exercises significant influence over that entity, now called GigaGroup S.A., its financial results are no
longer included in the consolidated financial results of Giga. See Note 5 to the Consolidated Financial
Statements.

The decrease is also due to lower costs required to market events, since there were fewer
conferences held in 2001 compared to 2000. The first fiscal quarter of 2001 also includes a non-recurring
benefit of approximately $569,000 related to an adjustment to commission expense that was recorded in
fiscal years 2000 and 1999. Sales and marketing expenses as a percentage of total revenues declined to
40% in 2001 from 47% of total revenues in 2000, primarily due to the factors discussed above.

Research and development. Research and development expenses decreased 49% to $1.1 million
in 2001 from $2.2 million in 2000. The decrease was primarily due to the capitalization of costs associated
with the development of a new enhanced version of GigaWeb during the first half of 2001, in accordance
with Emerging Issues Task Force Issue No. 00-02, “Accounting for Web Site Development Costs” (“EITF
00-027), whereas the costs associated with the completion of GigaWeb 3.0 were charged to expense as
incurred during 2000.

General and administrative. General and administrative expenses remained constant at $9.1
million in 2001 and 2000.

Impairment and other charges. Impairment and other charges totaling $844,000 were recorded
in 2001. Of the total charges, $332,000 was recorded as an operating loss for the difference between the
purchase price of 2,431 shares of Gigaweb Ltd. and the fair value of the assets acquired. The remaining
$512,000 of the charges represents an impairment loss recorded for the impairment of acquired goodwill.
This impairment charge was calculated as the difference between the carrying amount and the fair value of
the assets of Gigaweb Ltd. See Notes 3 and 4 to the Consolidated Financial Statements.
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Restructuring charge. Giga recorded restructuring charges totaling $1.3 million in 2001. Of
the total charges, $494,000 was for a provision for facility costs and other exit costs related to the
cancellation of a facility project in the United Kingdom, offset by a $55,000 reduction to the provision
recorded in 2000. The remaining $890,000 of the restructuring charges was for involuntary employee
termination benefits in connection with total staff reductions of 117 employees. Restructuring charges
totaling $253,000 were recorded in 2000. These charges were for salaries and benefit costs and exit costs
associated with the plan to consolidate operations in the United Kingdom into one common facility and to
restructure Giga’s events and conferences business. See Note 6 to the Consolidated Financial Statements.

Depreciation and amortization. Depreciation and amortization expense increased 22% to $3.6
million in 2001 from $2.9 million in 2000. The increase was primarily due to increased amortization costs
for a sales force automation system deployed in the fourth quarter of 2000, for assets acquired under capital
leases in the second half of 2000 and the second half of 2001 and web site development costs for the new
enhanced version of GigaWeb deployed in July 2001.

Interest income and expense. Interest income decreased to $86,000 in 2001 from $243,000 in
2000 due to lower cash balances available for investment. Interest expense increased to $293,000 in 2001
from a net credit in interest expense of $20,000 in 2000. The increase was primarily due to interest expense
incurred in connection with the short-term borrowings made during 2001. During the third quarter of 2000,
Giga accelerated final payments due on an equipment lease, which resulted in a credit to interest expense of
$101,000. This credit, net of interest charges prior to making the final payment, resulted in a net credit to
interest expense of $20,000 in 2000.

Other expense. Other expense of $164,000 in 2001 resulted from an impairment loss recorded to
write-down an investment that had been permanently impaired. See Note 2 to the Consolidated Financial
Statements.

Foreign exchange loss. Foreign exchange losses recorded in 2001 were $103,000 compared to
$231,000 in 2000, due primarily to losses realized upon payment of foreign currency denominated
expenses and upon receipt of foreign currency denominated trade accounts receivable.

Minority interest. Giga recorded minority interest in 2001 totaling $66,000. In July 2001, Giga
purchased 2,383 shares of Gigaweb, Ltd., increasing its ownership percentage of Gigaweb, Ltd. from 7.8%
to 53.4%. Upon consummation of this transaction, Giga began consolidating the financial results of
Gigaweb, Ltd. with its operations and recording minority interest related to the ownership of outside
shareholders of Gigaweb, Ltd. Giga continued to record the minority interest through December 31, 2001,
the date on which Giga then acquired the remaining 2,431 shares of Gigaweb, Ltd., increasing its
ownership of Gigaweb, Ltd. from 53.4% to 100%. See Note 3 to the Consolidated Financial Statements.

FOR THE YEAR ENDED DECEMBER 31, 2000 VERSUS THE YEAR ENDED DECEMBER 31, 1999

Revenues. Total revenues increased 31% to $68.7 million in 2000 from $52.5 million in 1999.
The increase in total revenues was primarily due to the increase in revenues from research, advisory and
consulting.

Research, advisory and consulting. Revenues from research, advisory and consulting increased
32% to $61.7 million, or 90% of total revenues, in 2000 from $46.6 million, or 89% of total revenues, in
1999. The increase in these revenues was primarily due to growing market acceptance of Giga’s services
as evidenced by a 31% increase in Annualized Value in 1999, which serves as a base for 2000 revenues and
revenue growth in international markets.

Other, principally events. Other revenues, principally events increased 19% to $7.0 million, or

10% of total revenues, in 2000 from $5.9 million, or 11% of total revenues, in 1999. The increase was
generally due to increased revenues for events sponsorships.
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Costs and expenses. Total costs and expenses increased 11% to $77.0 million in 2000 from $69.5
million in 1999, The increase in total costs and expenses was primarily due to the increase in cost of
services and sales and marketing expenses.

Cost of services. Cost of services increased 17% to $30.7 million in 2000 from $26.2 million
in 1999. The increase in costs was primarily due to expanding Giga’s staff of analysts to support its
increased customer base, increased costs for dedicated client care and content partnering groups that were
established in late 1999 and Giga’s Web Site ScoreCard product introduced in the fourth quarter of 1999.
These increased costs were partially offset by lower costs to produce events and conferences. Cost of
services as a percentage of revenues decreased to 45% in 2000 compared to 50% in 1999, primarily due to
leveraging these costs over increased revenues.

Sales and marketing. Sales and marketing expenses increased 6% to $31.9 million in 2000
from $30.2 million in 1999. The increase was principally due to increased training and commission costs
for the sales force. Sales and marketing as a percentage of revenues decreased to 47% in 2000 compared to
57% in 1999, primarily due to leveraging these costs over increased revenues.

Research and development. Research and development expenses increased 5% to $2.2 million
in 2000 from $2.1 million in 1999. The increase was primarily due to increased personnel costs offset by
decreased consulting costs due to completing the development of GigaWeb 3.0 in the first quarter of 2000.

General and administrative. General and administrative expenses remained constant at $9.1
million in 2000 and 1999.

Restructuring charge. Giga recorded restructuring charges totaling $253,000 in 2000. These
charges were for salaries and benefit costs and exit costs associated with the plan to consolidate operations
in the United Kingdom into one common facility and to restructure Giga’s events and conferences business.
See Note 6 to the Consolidated Financial Statements.

Depreciation and amortization. Depreciation and amortization expenses increased 54% to $2.9
million in 2000 from $1.9 million in 1999. The increase was primarily due to increased amortization costs
for customer relationship management and financial systems deployed in the fourth quarter of 1999.
Depreciation costs also increased due to purchases of computer equipment for new hires and to upgrade
equipment for existing staff.

Interest income and expense. Interest income decreased to $243,000 in 2000 from $703,000 in
1999 due to lower cash balances available for investment. During the third quarter of 2000, Giga
accelerated final payments due on an equipment lease, which resulted in a credit to interest expense of
approximately $101,000. This credit net of interest charges in 2000 resulted in a net credit to interest
expense of $20,000 in 2000. Interest expense of $204,000 for equipment leases was recorded in 1999.

Foreign exchange loss. Foreign exchange losses recorded in 2000 were $231,000 compared to
losses of $768,000 in 1999, due primarily to the weakening in the major European currencies.

LIQUIDITY AND CAPITAL RESOURCES

At December 31 2001, Giga had cash and cash equivalents of approximately $1.1 million, short-
term restricted cash of approximately $57,000 and long-term restricted cash of approximately $620,000.
Of the total restricted cash, $577,000 consists of certificates of deposit held for irrevocable standby letters
of credit that are security deposits related to operating leases for premises located in Cambridge,
Massachusetts, Munich, Germany, and Frankfurt, Germany. Cash associated with these letters of credit
remains restricted for the term of the corresponding lease period with the exception of $300,000, which
may be reduced to $100,000 in 2003 if Giga achieves positive net income for the year ended December 31,
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2002. Restricted cash in the amount of $100,000 is held in a restricted certificate of deposit as collateral for
automated clearing house payments.

Cash provided by operating activities was approximately $1.3 million for the year ended
December 31, 2001 compared to cash used in operating activities of $3.3 million for the year ended
December 31, 2000. The cash provided by operating activities was due principally to a decrease in Giga’s
net loss and increases in non-cash charges such as depreciation and amortization, the impairment loss and
other charges recorded in connection with the acquisition of Gigaweb, Ltd., and the provision for doubtful
accounts and sales cancellations. These were offset by a decrease in working capital.

Cash used in investing activities was approximately $3.0 million for the year ended December 31,
2001 compared to $2.6 million for the year ended December 31, 2000. The increase in cash used in
investing activities was primarily due to the purchase of Gigaweb, Ltd. and lower proceeds from maturities
of marketable debt securities, offset by a decrease in purchases of capital itemns.

During the year ended December 31, 2001, Giga's capital expenditures totaled approximately $2.4
million, primarily for the enhancement of its GigaWeb delivery system. As of December 31, 2001,
approximately $1.4 million had been capitalized, in accordance with EITF 00-02, for costs associated with
the customization and deployment of a new enhanced version of GigaWeb. The new GigaWeb was
completed and successfully launched in July 2001. Giga expects its aggregate capital spending in fiscal
2002 to be approximately $1.0 million.

Cash provided by financing activities was approximately $1.2 million for the year ended
December 31, 2001, compared to $2.2 million for the year ended December 31, 2000. The decrease in cash
provided by financing activities was primarily due to a decrease in the proceeds received from the exercise
of warrants and stock options and from the employee stock purchase plan, all of which result in the
issuance of Giga’s common stock.

In April 2000, Giga established a one-year Accounts Receivable Financing Agreement (the
“Financing Agreement”) with a bank, under which it could finance up to a maximum of $5.0 million of the
eligible accounts receivable, as defined by the Financing Agreement, at an advance rate not to exceed 80%.
Upon execution of the Financing Agreement, Giga paid fees totaling $30,000. Loans under the Financing
Agreement incurred interest at the bank’s prime rate plus 1.5%. A monthly collateral handling fee of
0.375% was charged on the average daily financed receivable balance outstanding. In April 2001, Giga
renewed the Financing Agreement for a second one-year period under identical terms except that loans
under the renewed Financing Agreement bore interest at the bank’s prime rate plus 0.5%. Giga paid fees
totaling $25,000 upon renewal of the Financing Agreement.

In April 2000, upon execution of the Financing Agreement, Giga issued warrants to purchase
24,000 shares of Giga common stock. The warrants were exercisable at any time at $5.00 per share and are
scheduled to expire on May 25, 2005. The estimated fair value of the warrants at the time of issuance was
approximately $82,000, which was recorded as deferred financing costs and are included, net of
accumulated amortization, in prepaid expenses and other current assets on Giga’s Consolidated Balance
Sheet at December 31, 2000. These costs were amortized over the original term of the Financing
Agreement. Giga recognized charges of approximately $21,000 for the amortization of the financing costs
in fiscal 2001. In connection with the renewal of the Financing Agreement in April 2001, the terms of the
warrants issued and outstanding upon the original execution of the Financing Agreement were modified
such that the exercise price was reduced to $1.50 per share from $5.00 per share. The fair value of the
repricing was approximately $7,000, which was charged to expense upon the modification of the terms of
the warrants. As of December 31, 2001, none of these warrants had been exercised.

The Financing Agreement is collateralized by substantially all of Giga’s tangible and intangible
assets, including intellectnal property. The Financing Agreement required Giga to conform to certain
financial covenants, including the requirement to increase the annualized value of Giga’s subscription
contracts on a quarterly basis and the requirement to maintain an adjusted quick ratio, a ratio of quick
assets, which includes unrestricted cash, cash equivalents and net billed receivables, to current liabilities
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minus deferred revenue, of at least 1.25 to 1.00. As of June 30, 2001, Giga was not in compliance with
either of these covenants.

As a result of Giga’s non-compliance, on August 31, 2001, a Loan Modification and Forbearance
Agreement (the “August Forbearance Agreement”) was entered into by and between Giga and the bank.
Upon executing the August Forbearance Agreement, Giga paid fees totaling $10,000. Under the August
Forbearance Agreement, the bank agreed to forbear until October 31, 2001 from exercising its remedies
under the Financing Agreement. Effective September 1, 2001, loans under the August Forbearance
Agreement bore interest at the bank’s prime rate plus 5.5%, the monthly collateral handling fee rose to
0.875% on the average daily financed receivable balance outstanding, the amount of eligible receivables
decreased to a maximum of $4.0 million for the remainder of the one-year facility period and beginning
September 17, 2001, was reduced further by $312,500 on a weekly basis. However, as of September 24,
2001, the bank ceased the weekly reductions to the amount of eligible receivables through October 31,
2001 and reinstated the maximum amount of eligible accounts receivable to $4.0 miilion.

In September 2001, upon execution of the August Forbearance Agreement, Giga issued warrants
to purchase 300,000 shares of Giga common stock. The warrants are exercisable at any time at $0.97 per
share and are scheduled to expire on September 5, 2008. The estimated fair value of the warrants at the
time of issuance was approximately $231,000, which was recorded as deferred financing costs and are
included, net of accumulated amortization, in prepaid expenses and other current assets on Giga’s
Consolidated Balance Sheet at December 31, 2001. These costs are being amortized over the remaining
seven months of the original term of the renewed Financing Agreement. As of December 31, 2001, Giga
recognized charges of approximately $132,000 for the amortization of the financing costs. None of these
warrants had been exercised as of December 31, 2001.

On November 6, 2001, as a result of Giga’s continued non-compliance with the financial
covenants of the Financing Agreement, Giga entered into a second Loan Modification and Forbearance
Agreement (the “November Forbearance Agreement”) with the bank, under which the bank agreed to
forbear from exercising its remedies under the Financing Agreement until December 31, 2001. The terms
of the November Forbearance Agreement maintained the existing forbearance interest rates and fees.
However, beginning on November 8, 2001, the maximum amount of eligible receivables was reduced by
$312,500 each week until the maximum amount of eligible accounts receivables reached $3,125,000.

During the year ended December 31, 2001, Giga pledged approximately $19.0 million of accounts
receivable as collateral, received proceeds of approximately $15.2 million and repaid approximately $14.1
million pursuant to the Financing Agreement. An outstanding balance of approximately $2.5 million
remained as of December 31, 2001, fully utilizing the amount available under the Financing Agreement.

Although Giga was not in compliance with the financial covenants of the Financing Agreement as
of December 31, 2001, the bank thereafter continued to advance Giga funds pursuant to the terms of the
November Forbearance Agreement. During January 2002, Giga pledged approximately $1.9 million of
accounts receivable as collateral and received proceeds of approximately $1.5 million. During the first
quarter of fiscal 2002, Giga repaid a total of approximately $4.0 million, leaving no borrowings pursuant to
the Financing Agreement outstanding as of March 27, 2002.

On March 27, 2002, Giga renewed the Financing Agreement for a third one-year period (the
“2002 Financing Agreement”), allowing Giga to finance a maximum of $5.0 million of eligible accounts
receivable, as defined by the 2002 Financing Agreement, at an advance rate not to exceed 80%. Upon
execution of the 2002 Financing Agreement, Giga paid fees totaling $37,500. Loans under the 2002
Financing Agreement will bear interest at the bank’s prime rate plus 1.0%. A monthly collateral handling
fee of 0.25% will be charged on the average monthly financed receivable balance outstanding. The 2002
Financing Agreement is collateralized by substantially all of Giga’s tangible and intangible assets,
including intellectual property. Giga is subject to various financial covenants under the 2002 Financing
Agreement, including the requirement to maintain a minimum adjusted quick ratio of 1.4 to 1.0 on a
quarterly basis, with the exception of the second fiscal quarter of 2002, where an adjusted quick ratio of
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1.25 to 1.0 is permitted. Giga is also required to achieve a minimum net income of $1.00 on a quarterly
basis, subject to a one-time permissible quarterly net loss of $100,000.

In August 2001, Giga’s wholly-owned subsidiary in the United Kingdom, Giga Information Group
Ltd., established an Overdraft Facility (the “Overdraft Facility”) with a bank, under which it can borrow up
to 100,000 British pounds. The Overdraft Facility is scheduled to expire in July 2002. Upon execution of
the Overdraft Facility, Giga paid fees totaling 1,000 British pounds. Borrowings under the Overdraft
Facility bear interest at the bank’s base rate plus 1.5%. In December 2001, the terms of the Overdraft
Facility were amended. The terms of the amended Overdraft Facility maintain the existing interest rate and
allow Giga Information Group, Ltd. to borrow an additional 100,000 British pounds, for a total of up to
200,000 British pounds, through March 31, 2002. Upon execution of the amended Overdraft Facility, Giga
paid fees totaling 500 British pounds. Giga Information Group, Ltd. is currently in the process of renewing
the amended Overdraft Facility in order to maintain the ability to borrow the additional 100,000 British
pounds, for a total of up to 200,000 British pounds. There were no borrowings outstanding under the
Overdraft Facility at December 31, 2001 and at March 27, 2002.

Giga believes that its existing cash and cash equivalents, cash expected to be generated from
operations, and cash available from its financing and overdraft agreements, net of repayments on short-term
borrowings, will be sufficient to fund Giga’s cash needs at least through the fourth fiscal quarter of 2002.
However, Giga had a negative working capital balance of $20.9 million and an accumulated deficit of
$97.7 million at December 31, 2001. In recent years, Giga has funded its working capital needs and net
operating losses primarily from cash receipts from subscription services delivered in future months. In the
event that Giga experiences a decline in its subscription renewals and new business or otherwise encounters
difficulties in collecting accounts receivable or billing and collecting unbilled accounts receivable, it may
not be able to continue to fund its operations through working capital resources. Furthermore, in the event
that Giga does not maintain quarterly profitability and the financial metrics specified in the 2002 Financing
Agreement, Giga would be in default of the covenants of the 2002 Financing Agreement, which could
result in the outstanding amounts becoming immediately due, and the need for Giga to seek additional
financing to fund operations. If necessary, Giga will consider various sources of additional financing,
including but not limited to, private placements of debt or equity securities, which could result in dilution to
Giga’'s stockholders, the sale of assets and strategic alliances, but there can be no assurance that such
financing would be available to Giga on terms that are acceptable, if at all. If adequate funds are not
available, Giga may be required to reduce its fixed costs and delay, scale back or eliminate certain of its
services, any of which could have a material adverse effect on Giga’s business, financial condition or
results of operations. There can be no assurance, however, that Giga would be able to obtain financing or
sufficiently scale back operations to provide the liquidity necessary for Giga to continue its operations.

On January 4, 2001, Giga announced that the listing of its common stock was transferred to the
Nasdaq SmallCap Market from the Nasdaq National Market effective as of the opening of business on
January 5, 2001. Giga was no longer in compliance with the minimum $50,000,000 market capitalization
requirement for continued listing on the Nasdaq National Market. On March 23, 2001, Giga announced
that the listing of its common stock was transferred to the OTC Bulletin Board from the Nasdaq SmallCap
Market effective as of the opening of business on March 23, 2001. The listing of Giga’s common stock
was transferred to the OTC Bulletin Board because Giga was not in compliance with the net tangible
assets/market capitalization/net income requirement, including the minimum $35,000,000 market
capitalization requirement.
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The table below presents Giga’s total contractual obligations as of December 31, 2001 (in
thousands). See the applicable Note to the Consolidated Financial Statements for a complete discussion on
each obligation and commitment.

Less than 1-3 3-5 After 5
Contractual Obligations Totai 1 year years years years
Short-term borrowings (Note 12) $ 2,507 $ 2507 % - $ - 3 -
Capital lease obligations (Note 13) 707 403 304 - -
Operating leases (Note 13) 9,677 3,173 4,355 2,037 112
Unconditional purchase obligations (Note 3) 642 642 - - -
Total contractual cash obligations $ 13,533 % 6,725 § 4,659 $ 2,037 $ 112

RECENTLY ISSUED ACCOUNTING STANDARDS

In June 2001, the Financial Accounting Standards Board (“FASB”) issued SFAS No. 141,
*Business Combinations.” SFAS No. 141 addresses financial accounting and reporting for business
combinations and supersedes APB Opinion No. 16, “Business Combinations,” and SFAS No. 38,
“Accounting for Preacquisition Contingencies of Purchased Enterprises.” SFAS 141 requires that all
business combinations in the scope of this Statement to be accounted for using one method, the purchase
method. This Statement is effective for all business combinations initiated after June 30, 2001 and for all
business combinations accounted for using the purchase method for which the date of acquisition is July 1,
2001 or later. Giga followed the guidance in SFAS No. 141 related to its acquisition of Gigaweb Ltd.

In June 2001, the FASB issued SFAS No. 142, “Goodwill and Other Intangible Assets.” SFAS
No. 142 addresses financial accounting and reporting for acquired goodwill and other intangible assets and
supersedes APB Opinion No. 17, “Intangible Assets.” This Statement addresses how intangible assets that
are acquired individually or with a group of assets (but not those acquired in a business combination)
should be accounted for in financial statements upon their acquisition. This Statement also addresses how
goodwill and other intangible assets should be accounted for after they have been initially recognized in the
financial statements. SFAS No. 142 is effective for fiscal years beginning after December 15, 2001.
Goodwill and intangible assets acquired after June 30, 2001 are subject immediately to the nonamortization
and amortization provisions of SFAS No. 142. Giga will adopt SFAS No. 142 during the first quarter of
fiscal 2002. As discussed in Note 4 to the Consolidated Financial Statements, Giga recorded an
impairment charge related to goodwill of $512,000. If Gigaweb, Ltd. continues to experience a contraction
in its subscription base or market conditions further deteriorate, the remaining goodwill of $665,000 could
become impaired in the future. Since Giga acquired Gigaweb, Ltid. after June 30, 2001, it did not record
amortization related to this transaction, and therefore Giga’s adoption of SFAS No. 142 is not expected to
materially impact comparability of prior reported results.

In October 2001, the FASB issued SFAS No. 144, “Accounting for the Impairment or Disposal of
Long-Lived Assets.” SFAS No. 144 supersedes SFAS No. 121, “Accounting for the Impairment of Long-
Lived Assets and for Long-Lived Assets to Be Disposed Of” and provides a single accounting model for
long-lived assets to be disposed of. This Statement is effective for fiscal years beginning after December
15, 2001. Giga anticipates that the adoption of SFAS No. 144 will not have a significant effect on its
financial position or its results of operations.
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GENERAL RISKS AND UNCERTAINTIES

Giga has a history of prior losses and negative working capital. A failure to produce positive
operating results could affect Giga’s liquidity and its ability to obtain financing on acceptable terms.

Giga incurred net losses of $2.4 million, $8.2 million and $17.3 million for the years ended
December 31, 2001, 2000 and 1999, respectively and had a negative working capital balance of $20.9
million and an accumulated deficit of $97.7 million at December 31, 2001. In recent years, Giga has
funded its working capital needs and net operating losses primarily from cash receipts from subscription
services delivered in future periods. In the event that Giga experiences a decline in its subscription
renewals and new business, Giga may not be able to continue to fund its operations through working capital
resources.

Although Giga recorded net income of $534,000 for the third quarter ended September 30, 2001
and net income of $972,000 for the fourth quarter ended December 31, 2001, there can be no assurance that
continued profitability will be sustained. Giga’s ability to maintain profitability depends on a number of
factors, including, among other things, increasing revenues, reducing costs, maintaining current customers,
attracting new customers, implementing its business strategies and other factors, many of which are outside
Giga’s control. In the event that Giga does not maintain quarterly profitability and the financial metrics
specified in the 2002 Financing Agreement, Giga would be in default of the financial covenants of the 2002
Financing Agreement, which could result in the outstanding borrowing amounts becoming immediately
due, and the need for Giga to seek additional financing to fund operations. There can be no assurance that
Giga would be able to obtain financing on acceptable terms, which could cause a material adverse effect on
Giga’s business, results of operations and financial position. See “Management’s Discussion and Analysis
of Financial Condition and Results of Operations—Liquidity and Capital Resources.”

If Giga is unable to successfully maintain its subscription renewal rates, it could adversely affect
Giga’s profitability.

Giga derived approximately 87% of its total revenues from its subscription-based services in the
year ended December 31, 2001. Giga operates in a rapidly evolving market and its ability to renew
subscriptions is subject to a number of factors, including Giga’s ability to deliver consistent, high-quality,
and timely research and analysis to its clients and to anticipate market trends and the changing needs of its
clients. If Giga is unable to successfully maintain its subscription renewal rates, it could have a material
adverse effect on Giga’s profitability.

Increased competition could cause Giga to lose market share and adversely affect its revenues and
profitability.

Giga faces competition from a significant number of independent providers of information
products and services, including competitors with considerably greater financial resources and market share
than Giga, as well as the internal marketing and planning organizations of its clients. Giga also competes
indirectly against consulting firms and other information providers, including electronic and print media
companies. These indirect competitors could choose to compete directly with Giga in the future. In
addition, limited barriers to entry exist in the market in which Giga competes. As a result, additional new
competitors may emerge and existing competitors may start to provide additional or complementary
services. Increased competition may result in loss of market share, diminished value in Giga’s products
and services, reduced pricing and increased marketing expenditures, which could have a material adverse
effect on Giga’s revenues and profitability.

Giga’s future success depends on its ability to attract and retain qualified personnel.
Giga’s future success depends heavily upon the quality of its research analysts, sales personnel,
consultants and other personnel. Its future operating results, therefore, are dependent, in part, upon its

ability to retain the services of these people and to attract personnel from a limited pool of qualified
applicants. Giga faces intense competition in hiring and retaining qualified professionals from, among
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others, technology-related companies, market research firms, consulting firms and electronic and print
media companies. Any failure to retain key personnel or hire additional qualified personnel, as may be
required to support the evolving needs of clients or growth in Giga’s business, could adversely affect the
quality of Giga’'s products and services, and, therefore, its future business and operating results.

If Giga is unable to manage its growth effectively, it could adversely affect the quality of its products
and services.

Since inception, Giga’s operations have changed substantially due to the expansion and growth of
its business. Growth places significant demands on Giga’s management, administrative, operational and
financial resources and systems. Giga’s ability to effectively manage growth will require it to continue to
develop and improve its management, administrative, operational and financial resources and systems.
Giga must also continue to expand its business development capabilities and continue to train, motivate and
manage its employees. If Giga is unable to effectively manage its growth, the quality of Giga’s services
and products, its retention of key employees, its results of operations, and its financial condition could be
materially adversely affected.

If Giga does not continue to successfully enhance existing products and services or develop new
products and services, it could have a material adverse effect on its revenues and profitability.

The market for Giga’s products and services is characterized by rapidly changing needs for
information and analysis. To maintain its competitive position, Giga must continue to successfully enhance
and improve its products and services, develop or acquire new products and services in a timely manner,
and appropriately position and price products and services. Moreover, the process of internally
researching, developing, launching, and gaining client acceptance of a new product or service is inherently
risky and costly. Any failure to successfully develop new products and services could have a material
adverse effect on Giga’s revenues and profitability.

Giga’s ability to operate its business cffectively could be impaired if it loses key management
personnel.

Giga manages its business with a number of key management personnel, the loss of a number of
who could have a material adverse effect on Giga’s ability to maintain and grow its business. In addition,
as its business develops and expands, Giga believes that its future success will depend greatly on its
continued ability to attract and retain highly skilled and qualified management personnel. There is no
assurance that key management personnel will continue to be employed by Giga or that it will be able to
attract or retain qualified management personnel in the future. Some of the personnel that Giga attempts to
hire are subject to non-competition agreements that could impede its short-term recruitment efforts. Giga
does not have “key man” insurance to cover its executive officers. Failure to retain or attract key
management personnel could have a material adverse effect on Giga’s business, results of operations or
financial position.

Giga’s quarterly operating resuits may fluctuate in the future.

Giga’s quarterly operating income may fluctuate in the future as a result of a number of factors,
including the timing of the execution of research contracts, the performance of consulting engagements, the
timing of events and conferences, the amount of new business generated by Giga, the mix of domestic and
international business, changes in market demand for Giga’s products and services, the timing of the
development, introduction and marketing of new products and services, and competition in the industry.
As a result, Giga’s operating results in any quarter may not necessarily be a good indicator of its operating
results for any future period.
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If Giga is unable to successfully manage the risks associated with international operations, its
business could be adversely affected.

Net revenues attributable to international clients represented approximately 17% of Giga's total
revenues for the year ended December 31, 2001. Giga’s operating results are subject to the risks inherent
in international business activities, including general political and economic conditions in each country,
changes in market demand as a result of exchange rate fluctuations and tariffs, challenges in staffing and
managing foreign operations, changes in regulatory requirements, compliance with numerous foreign laws
and regulations, different or overlapping tax structures, higher levels of U.S. taxation on foreign income,
and the difficulty of enforcing client agreements and protecting intellectual property rights in international
jurisdictions. If Giga is unable to successfully manage the risks associated with international operations,
such an inability could adversely affect Giga's business and financial results.
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Item 7A. Quantitative and Qualitative Disclosures About Market Risk.

Interest Rate Exposure

Based on Giga’s overall interest exposure at December 31, 2001, including all interest rate
sensitive instruments, a near-term change in interest rates would not materially affect Giga’s consolidated
results of operations or financial position.

Currency Rate Exposure

The costs and expenses of Giga’s international subsidiaries are generally denominated in
currencies other than the United States dollar. However, since the functional currency of Giga’'s
international subsidiaries is the local currency, foreign currency translation adjustments do not impact
operating results, but instead are reflected as a component of stockholders' deficit. To the extent Giga
expands its international operations or changes its pricing practices to denominate prices in foreign
currencies, Giga will be exposed to increased risk of currency fluctuation.
[tem 8. Financial Statements and Supplementary Data.

The information required by this item appears beginning on page F-1 of this Annual Report on
Form 10-K and is incorporated herein by reference.

Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure.

Not applicable.
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PART III

Item 10. Directors of the Registrant
The following are directors of Giga as of April 30, 2002:

Richard L. Crandall, 58, has served as a Director of Giga since August 1995 and was a consultant
to Giga from July 1998 until June 30, 2000. He was founder of Comshare, Inc., a decision support
software company, serving as its Chief Executive Officer from 1970 until 1994 and Chairman until
April 1997. Mr. Crandall chairs the Enterprise Software Roundtable, consisting of the CEQO’s and COOQO’s
of the thirty largest enterprise software companies. He currently serves on the Board of Directors of
several publicly held companies and a number of Internet ventures. He is chairman of SolidSpeed, Inc., an
internet content delivery Services firm, and is a general partner in Arbor Partners, LLC, an eCommerce
venture capital fund. Mr. Crandall received a B.S. in electrical engineering, a B.S. in mathematics and an
M.S.E. in industrial engineering from the University of Michigan. Mr. Crandall’s term expires in 2003.

David L. Gilmour, 44, has served as a Director of Giga since July 1995. He is Chairman and CEO
of Tacit Knowledge Systems, Inc., an enterprise software company in Palo Alto, California, and a
co-founder of Giga with Gideon I. Gartner, Giga's former Chairman of the Board, Chief Executive Officer
and President. He served as Senior Vice President and Chief Research Officer of Giga from April 1996 to
February 1998. Until October 1, 1998, Mr. Gilmour served as a special advisor to Giga on Research and
Technology. From July 1995 to April 1996, he served as Senior Vice President of Technology of Giga.
From July 1993 to July 1995, he served as Chief Executive Officer and a director of ExperNet Corporation,
an information technology company that he founded with Mr. Gartner. From October 1992 to April 1993,
Mr. Gilmour served as Giga’s acting President and Chief Executive Officer, and from April 1991 to
October 1992 and from April 1993 to July 1993, he served as Executive Vice President, Marketing, of
Versant Object Technology Corporation, a computer software company. From 1984 to 1991 he served in
various capacities at Lotus Development Corporation, a software company. Mr. Gilmour received a B.A.
in applied physics, and an M.S. in engineering, both from Harvard University, and an M.B.A., with
distinction, from Harvard Business School. Mr. Gilmour’s term expires in 2003.

Michael E. Faherty, 67, has served as Director of, and consultant to, Giga since July 2001. Since
February 1997, he has been a principal of MICO, Inc., a general business consulting and contract executive
firm. In connection with that business, he has served as an executive for various companies. Since 1994,
he has served as Chairman of ECCS, Inc., a provider of open systems-based networked computing
solutions that incorporate ECCS’s mass storage enhancement products. From December 1994 until
June 1996, he was also ECCS’s Chief Executive Officer. From January 1992 to January 1994, he was
President and Chief Executive Officer of Shared Financial Systems, Inc. He has also served for varying
periods of time as either Chief Executive or Chief Operating Officer of Intec Corp., Information Magnetics,
Cable & Wireless North America, Digital Sound Corporation, and BancTec, Inc. He is a Director of the
following corporations: Agents Advance Inc., American Fundware Inc., ECCS, Inc. and Tantivy
Communications, Inc. Mr. Faherty’s term expires in 2004.

John B. Landry, 54, has served as a Director of Giga since August 1999 and on the Board of
Advisors since March 1996. He was a consultant to Giga from August 1999 to August 31, 2001. Since
2001, Mr. Landry has been Chairman of Lead Dog Ventures, a firm providing emerging technology
companies access to intellectual, relationship and financial capital. From 1995 to 2000, Mr. Landry served
as vice president of technology strategy for IBM. From February 1999 to June 2000, Mr. Landry also
served as chairman of AnyDay.com, Inc., an Internet calendar and personal information management
company. From March 1996 to January 1999, he also served as chairman of Narrative Communications, an
Internet-based media advertising and direct marketing company. From December 1990 to June 1995,
Mr, Landry served as the senior vice president of development and chief technology officer for Lotus
Development Corporation, a provider of software products and services. He also serves as a director of
Lante Corporation, a business systems integration firm; MCK Communications, Inc., a voice-over-1P
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telecommunications company; as well as several other private companies. Mr. Landry’s term expires in
2004.

A.G.W. (“Jack”) Biddle, 111, 41, has served as a Director of Giga since May 1999. He co-founded
Novak Biddle Venture Partners in 1996 and serves as one of its General Partners. In 1995, Mr. Biddle was
an independent consuitant and investor. During that period, he was a consultant to Giga on its acquisition
of BIS Strategic Decisions, Inc. From 1990 to 1995, Mr. Biddle was CEO of InterCap Graphics Systems,
Inc. From 1987 to 1990, Mr. Biddle was with Vanguard Atlantic, Ltd., a merchant banking group focused
on software and telecommunications. From 1985 to 1987, Mr. Biddle was an IT industry analyst with
Gartner Group, Inc. and Executive Assistant to the then CEQ, Gideon I. Gartner. During that period,
Mr. Biddle was Secretary of Gartner Group’s Executive Committee and published original research on
global issues in IT with emphasis on telecommunications. He has been a member of the Computer &
Communications Industry Association since 1983 and a member of its Board since 1990. Mr. Biddle is a
Director of Paratek Microwave, Matrics, Inc. and the Mid-Atlantic Venture Association, and a Board
observer at Blackboard, Inc., ObjectVideo, Inc. and Tantivy Communications, Inc. He received a B.A.
degree in Economics from the University of Virginia. Mr. Biddle’s term expires in 2002.

Neill H. Brownstein, 58, has served as a Director of Giga since July 1995. Since January 1995, he
has been a private investor. He also serves as a Director of VYYQ, Inc., a supplier of broadband wireless
access systems used by telecommunications service providers. From 1970 to January 1995,
Mr. Brownstein was associated with Bessemer Securities Corporation and was a founder and general
partner of three affiliated venture capital funds: Bessemer Venture Partners L.P., Bessemer Venture
Partners I L.P., and Bessemer Venture Partners IIl L.P., for which he currently serves as a Special General
Partner. Since 1970, he has been President of Neill H. Brownstein Corporation, an investment management
counseling enterprise. Mr. Brownstein received a B.A. from Columbia College of Columbia University
and an M.B.A. from the Kellogg School of Management of Northwestern University. Between 1979 and
1988, Mr. Brownstein also served as a Director of Gartner Group, Inc. Mr. Brownstein’s term expires in
2002.

Robert K. Weiler, 51, was elected President and Chief Executive Officer of Giga in May 1999 and
assumed full-time duties in August 1999. He was elected Chairman of the Board of Directors in
October 1999. Prior to joining Giga, he was President and Chief Executive Officer of Eastman Software,
Inc.(formerly Wang Software). From January 1991 to December 1995 he served as Senior Vice President,
Worldwide Sales & Marketing, Service & Support for Lotus Development Corporation. From
October 1988 to January 1991 he was President and Chief Operating Officer of Interleaf, Inc., a hardware
and electronic publishing/document management software company. From August 1986 to
September 1987, Mr. Weiler served as Executive Vice President, Worldwide Sales & Marketing for
Cullinet Software, Inc. He was appointed President and Chief Operating Officer in August 1987 and
served in that capacity until September 1988. From August 1985 to 1986 Mr. Weiler was Chief Executive
Officer and President of Distribution Management Systems, Inc., an application software company
acquired by Cullinet. From 1976 to 1985 Mr. Weiler served in a variety of management positions for
McCormack and Dodge, Inc., a privately held software company until purchased by Dun & Bradstreet
Software in 1983. Mr. Weiler holds a B.A. degree from Saint Anselm College. Mr. Weiler’s term expires
in 2002.
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Section 16(a) Beneficial OWnership Compliance

Section 16(a) of the Securities Exchange Act of 1934, as amended, requires Giga’s directors,
executive officers and ten percent stockholders to file initial reports of ownership and reports of changes in
ownership of common stock with the Securities and Exchange Commission. Directors, executive officers
and ten percent holders are required to furnish Giga with copies of all Section 16(a) forms that they file.
Based upon a review of these filings, Giga believes that all filings were made on a timely basis during
fiscal year 2001. o

Item 11. Summary Compensation Table

The following table sets forth a summary of all compensation awarded or paid to or earned by the Chief
Executive Officer, and the other executive officers of Giga whose total salary and bonus in fiscal 2001
exceeded $100,000 (sometimes collectively referred to herein as the “Named Executive Officers™) for
services rendered in all capacities to Giga (including its subsidiaries) for the fiscal years ended
December 31, 2001, 2000 and 1999.

Long Term
Compensation
. Awards
, _ Annual Compensation Securities Underlying
Name and Principal Position Year Salary($) Bonus($) Options #)
Robert K. Weiler ...................cccccomun. 2001 300,000 — 250,000
Chairman, President and © 2000 300,000% — —
Chief Executive Officer” 1999 112,000 50,000® 650,000
Victoria M. Lynch ..........cccoovvennerrieee, 2001 153,333 — 130,000
Sr.Vice President, CFO, 2000 128,333 21,000 21,733
Treasurer, Secretary” 1999 114,167 17,250 6,333
Daniel Mahoney...................ccccoovoeeenenee. 2001 207,917 — 95,000®
Sr. Vice President, 2000 198,771 20,000 40,000
Research 1999 167,917 25,575 27,833
Jean-Michel SiX .........ccooovveerverererrinann 2001 193,958 53,471 115,000®
Sr. Vice President, Worldwide 2000 127,500 74,883 60,000
Sales and Marketing 1999 — — —
Daniel M. Clarke..........cc..cccccovurvnirnnnn. 2001 114,090 — 35,0001
Former Sr. Vice President, CFO 2000 200,000 20,000 —
Treasurer, Secretary 1999 200,000 30,000 52,00019

(1)  Mr. Weiler was elected President and Chief Executive Officer of Giga on May 13, 1999. He was
elected Chairman of the Board effective as of October 26, 1999. Mr. Weiler did not commence
serving as a full-time employee until August 15, 1999 and did not start receiving compensation,
other than the grant to him on May 13, 1999 of options to purchase 600,000 shares of Giga’s
common stock.

(2)  Effective October 26, 1999, Mr. Weiler agreed to defer receipt, without interest, of his calendar year
2000 base salary and bonus until 2001. Mr. Weiler’s salary was paid on February 15, 2001.
Mr. Weiler did not receive a bonus payment for 2000 or 2001.

{3)  Mr. Weiler received a signing bonus of $50,000 pursuant to the terms of his employment agreement
dated May 13, 1999 (see “Employment Contracts™).

(4)  Mr. Weiler was granted 250,000 options to purchase Giga common stock at various dates between
January 19, 2001 and July 18, 2001 at prices between $0.79 and $2.75 per share. Options to
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purchase 75,000 shares at a price of $0.79 per share are performance based and become exerciseable
in full on July 18, 2005.

Mr. Weiler was awarded 600,000 options at a price of $3.9375 per share under his employment
agreement (see “Employment Contracts”). On QOctober 26, 1999, he was granted an additional
50,000 options at a price of $3.3125 per share.

Ms. Lynch was elected Sr. Vice President, Chief Financial Officer, Secretary and Treasurer on
July 18, 2001.

Ms. Lynch was granted 130,000 options to purchase Giga common stock on various dates between
July 6, 2001 and July 18, 2001 at prices between $0.79 and $2.00 per share. Options to purchase
40,000 shares at a price of $0.79 per share are performance based and become exerciseable in full on
July 18, 2005.

Mr. Mahoney was granted 95,000 options to purchase Giga common stock on various dates between
January 19, 2001 and July 18, 2001 at prices between $0.79 and $2.75 per share. Options to
purchase 40,000 shares at a price of $0.79 per share are performance based and become exerciseable
in full on July 18, 2005.

Dr. Six was granted 115,000 options to purchase Giga common stock on various dates between
January 11, 2001 and July 18, 2001 at prices between $0.79 and $2.63 per share. Options to
purchase 40,000 shares at a price of $0.79 per share are performance based and become exerciseable
in full on July 18, 2005.

Mr. Clarke’s employment with Giga ended on July 18, 2001. All options to purchase shares of Giga
common stock were cancelled 90 days following that date.
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Option Grants in 2001

The following table shows all grants of options to the Named Executive Officers for the fiscal year

ended December 31, 2001, all of which were granted under the 1999 Share Incentive Plan.

Potential Realizable

Individual Grants Value at Assumed

% of Total Annual Rates of

Number Options Stock Price

of Securities  Grantedto  Exercise Appreciation for

Underlying  Employees  or Base Option Term"”

Options in Fiscal Price Expiration 5% 10%

Name Granted(#) Year® ($/Sh) Date @) )
Robert K. Weiler................ 75,000% 3.86 2.7500 1/19/11  $129,710  $328,709
100,000 5.15 0.7900 7/18/11  $ 49,683  $125,906
75,000909 3.86 0.7900 7/18/11  $ 37,262 $ 94,429
Victoria M. Lynch ............ 40,000© 2.06 2.0000 7/6/11 $ 50,312 $127,499
50,000 2.57 0.7900 7/18/11  $ 24841 $ 62,953
40,000®1% 2.06 0.7900 7/18/11  $ 19,873 $ 50,362
Daniel Mahoney................. 20,000 1.03 2.7500 1/19/11  $ 34,589 § 84,656
40,0004 2.06 0.7900 7/18/11  $ 19,873 $ 50,362
35,0009 1.80 0.7900 7/18/11  $ 17,389 § 44,067
Jean-Michel SiX ......coe..... 40,00040 2.06 2.6250 1711711 $ 66,034  $167,343
35,0001 1.80 0.7900 7/18/11  $ 17,389 $ 20,108
40,0002 2.06 0.7900 7/18/11  $ 19,873 $ 50,362
Daniel M. Clarke ............... 35,0001 1.80 2.7500 1/19/11  $ 60,531 $153,378
(1) The amounts shown on this table represent hypothetical gains that could be achieved for the

@

3

4)

)

(6)
Q)

respective options if exercised at the end of the option term. These gains are based on assumed rates
of stock appreciation of 5% and 10%, computed annually from the date the respective options were
granted to their expiration date. The gains shown are net of the option exercise price, but do not
include deductions for taxes or other expenses associated with the exercise. Actual gains, if any, on
stock option exercises will depend on the future performance of Giga's common stock, the
optionholders’ continued employment through the option period and the date on which the options
are exercised.

Based on an aggregate of 1,941,932 options granted to employees in fiscal year 2001, including
options granted to Named Executive Officers.

Of the 75,000 options granted to Mr. Weiler, 45,844 are Incentive Stock Options (“ISOs™) within the
meaning of Section 422 of the Internal Revenue Code of 1986, as amended (the “Code”), and 29,156
do not constitute Incentive Stock Options (“Nonqualified Stock Options”).

Of the 100,000 options granted to Mr Weiler, 45,646 are intended to be ISOs and 54,354 are
Nongqualified Stock Options.

Of the 75,000 options granted to Mr. Weiler, 31,648 are intended to be ISOs and 43,352 are
Nonqualified Stock Options.

All options granted to Ms. Lynch are intended to be ISOs.

Of the 20,000 options granted to Mr. Mahoney, 13,848 are intended to be ISOs and 6,152 are
Nonqualified Stock Options.
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(13)

(14)

Of the 40,000 options granted to Mr. Mahoney, 6 are intended to be ISOs and 39,994 are
Nonqualified Stock Options.

Of the 35,000 options granted to Mr. Mahoney, 23,421 are intended to be ISOs and 11,579 are
Nonqualified Stock Options.

Of the 40,000 options granted to Dr. Six, 7,321 are intended to be ISOs and 32,679 are Nonqualified
Stock Options.

Of the 35,000 options granted to Dr. Six, 13,856 are intended to be ISOs and 21,144 are
Nonqualified Stock Options.

Of the 40,000 options granted to Dr. Six, 5 are intended to be ISOs and 39,995 are Nongqualified
Stock Options.

Of the 35,000 options granted to Mr. Clarke 23,866, are intended to be ISOs and 11,134 are
Nonqualified Stock Options. All of these shares were cancelled as of july 18, 2001, the effective
date of Mr. Clarke’s resignation.

Options granted to Mr. Weiler, Mr. Mahoney, Ms. Lynch and Dr. Six become exercisable in full on
July 18, 2005, subject to acceleration based upon the satisfaction of performance criteria relating to
collections of accounts receivable over a five-month period ending December 31, 2001. The
performance criteria were not satisfied during the five-month period and, as a result, the
exercisabilty of the options was not accelerated.
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Option Values at December 31, 2001

No options were exercised by any of the Named Executive Officers during the fiscal year ended
December 31, 2001. The following table provides information as to the value of options held by the
Named Executive Officers as of December 31, 2001.

Number of Securities

Underlying Values of Unexercised
Unexercised In-the-Money
Options Options at
at Fiscal Year End (#) Fiscal Year End($) (1)
Name Exercisable Unexercisable Exercisable Unexercisable
Robert K. Weiler ..o 341,667 558,333 — 141,750
Victoria M. Lynch.................. 15,096 149,904 — 72,900
Daniel Mahoney .........c.coveen 54,005 130,995 —_ 60,750
Jean-Michel SiX......ccoovveivieennn, 25,000 150,000 — 60,750

Daniel M. Clarke ......cccccvvenen. — — — _

(1)  Represents the total gain that would be realized if all in-the-money options held at December 31,
2001 were exercised, determined by multiplying the number of shares underlying the options by the
difference between $1.60 (the closing price of Giga’s common stock on December 31, 2001) and the
per share option exercise price. An option is in-the-money if the fair market value of the underlying
shares exceeds the exercise price of the options.

Compensation of Directors

Each Director of Giga who is not a full-time employee of Giga or any subsidiary (the

“Non-Employee Directors™) is reimbursed for expenses incurred in connection with attendance at the
meetings of the Board of Directors and committees thereof and is entitled to receive stock options under
Giga’s 1997 Director Option Plan (the “Director Plan”). Directors who are full-time employees of Giga
currently receive no compensation for serving as Directors.
The Director Plan, adopted in June 1997 and amended in May 2000, provides for the grant of stock options
to Non-Employee Directors. Only nonqualified options not entitled to special tax treatment under Section
422 of the Code may be granted under the Director Plan. For a discussion of certain consulting
arrangements between Giga and Messrs. Landry and Faherty, see “Certain Relationships and Related
Transactions.”

Employment Contracts

Gideon 1. Gartner. Giga entered into a non-competition agreement with Mr. Gartner, Giga’s
former Chairman of the Board, Chief Executive Officer and President dated November 13, 1995, pursuant
to which Mr. Gartner agreed not to compete with Giga, solicit any employee or take away any customer of
Giga either during his empioyment with Giga or for so long thereafter as Giga continues to pay Mr. Gartner
annual compensation of at least $120,000 (whether as an employee, consultant or in the form of severance
or post-employment benefits). This agreement is no longer in effect.

Effective as of January 1, 1999, Giga entered into an agreement with Mr. Gartner pursuant to which he
agreed to continue as Chairman of the Board of Directors for so long as he was a Director of Giga and to
continue to act as President and Chief Executive Officer of Giga until the Board of Directors hired a new
Chief Executive Officer. Effective as of May 13, 1999, upon the hiring of Robert K. Weiler as Giga’s new
President and Chief Executive Officer, Mr. Gartner ceased serving as President and Chief Executive
Officer and as of October 26, 1999, he resigned as Chairman of the Board of Directors. Pursuant to his
agreement, Mr. Gartner agreed to make himself available to Giga, as requested, for up to 80 business days
during the first year of the agreement, which amount of time was to be reduced by up to 15% in each year
thereafter as determined by Giga after consultation with Mr. Gartner. As compensation for his services as
an employee, Mr. Gartner received a salary at the rate of $260,000 per annum for the first year and
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$221,000 per annum for the second and third years. This agreement was terminated by Mr. Gartner upon
90 days prior written notice effective November 15, 2001.

Robert K. Weiler. Giga entered into an employment agreement with Mr. Weiler, dated May 13,
1999, pursuant to which Mr. Weiler has agreed to serve as the President and Chief Executive Officer of
Giga. Mr. Weiler did not commence serving as a full-time employee until August15, 1999. As
compensation for his services as President and Chief Executive Officer, Giga agreed to pay Mr. Weiler an
annual salary at the rate of $300,000 per annum, subject to adjustment annually, and an initial signing
bonus of $50,000. Pursuant to the agreement, Mr. Weiler also was awarded options to purchase 600,000
shares of Giga’s common stock under Giga’s 1999 Share Incentive Plan at an exercise price of $3.938 per
share. In addition, Mr. Weiler is entitled to participate in Giga’s annual bonus plan for its executives,
which plan provides that Mr. Weiler may receive a cash bonus of up to 100% of his then base salary. Giga
has the right to terminate Mr. Weiler’s employment, with or without cause, and Mr. Weiler has the right to
terminate his employment agreement with Giga for any reason whatsoever. Effective as of October 26,
1999, Mr. Weiler agreed to defer receipt, without interest, of his calendar year 2000 base salary and bonus.
Mr. Weiler’s 2000 base salary was paid on February 15, 2001.

Compensation Committee Interlocks and Insider Participation

The members of the Compensation Committee currently are Neill H. Brownstein and A.G.W.
Biddle, 111, neither of whom is or has been an officer or employee of Giga.
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Item 12. Security Ownership of Certain Beneficial Owners and Management

The following table sets forth certain information regarding the beneficial ownership of Giga’s
common stock as of April 19, 2002 by: (1) each person known by Giga to own beneficially more than 5%
of the outstanding shares of Giga’s common stock; (2) each of Giga’s directors; (3) each of the Named
Executive Officers whose name appears in the summary compensation table; and (4) all directors and
executive officers as a group.

% of Shares

Beneficial Owner Number of Shares'” Beneficially Owned®
GIdeon L. GATINET ....c..ooeeeeeeveiere e se s 2,062,779 19.3%

146 W. 57th Street

Apt. 72-A

New York, NY 10019

W.R. Hambrecht & Co., LLC ......oovererreeeeeeecrereeeneenn. 1,603,500 15.0%

550 15th Street
San Francisco, CA 94103

S Squared Technology Corp. .c..c.ccvrecinieineecinrne e 894,625 8.4%
515 Madison Avenue
New York, NY 10022

21st Century Communications Partners, L.P..............ccc....... 571,429 © 5.4%
767 Fifth Avenue, 45th floor
New York, NY 10153

RODBEIt K. WEIET covv.vocveovve e stsises e 490,729 4.6%
AG.W.Biddle, IIL ..o e 444,824® 4.1%
Richard L. Crandall..........ccoocrvvemevoonervnsssesenessenssesssessseneens 284,501° 2.7%
Neill H. BIOWNSEIN ..voovvvoevveeveeeeseeeeeessissessseesesesss s neseens 272,6660 2.6%
David L. GIMOUT ..........ooorvveriere e sesassseens 149,000 1.4%
Dantie] MAONEY ...........veeevereeeeeereeseceeeieeeeeeeeeeseseseses e 81,4092 *
Michael Faherty .........co..oovvimriosrerersrissseesssessssos s ssseneonn. 74,663 *
John B. Landry ...................................................................... 52,1919 *
Jean-MiChel SiX...oooviviciiiiiiienrriiie s cee 44,7789 *
VACtoria M. LYNCH......ooeevveeceeeeee s 19,2309 *
Daniel M. Clarke.....c...oooviieciieeiie e s e 3,705 *
All directors and

executive officers as a group (10 persons).....c.ccceceevcerernene 1,913,96197 17.7%

* Less than 1%
(1)  Each stockholder possesses sole voting and investment power with respect to the shares listed,
except as otherwise noted. Amounts shown include shares issuable within the 60-day period

following April 19, 2002 pursuant to the exercise of options or warrants.

(2)  On April 19, 2002, there were 10,689,571 shares of Giga’s common stock outstanding.
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€

(10)

Includes warrants to purchase 12,857 shares of Giga’s common stock. Also includes 200,334 shares
of Giga’s common stock that are held of record by members of Mr. Gartner’s family. Mr. Gartner
disclaims beneficial ownership of shares held by members of his family.

W.R. Hambrecht & Co., Inc. (“WRH”) and W.R. Hambrecht & Co., LLC (“LLC”) own 1,300,000
and 303,500 shares of Giga common stock, respectively, and W.R. Hambrecht & Co., Inc. is the
sole member of, and holds 100% of the equity interests in, W.R. Hambrecht & Co.,LLC (as reported
in a Form 13D/A filed with the Securities and Exchange Commission on April 4, 2002). As of
February 28, 2002, Mr. William R. Hambrecht had a 17.4% ownership interest in WRH and was the
sole Manager of W. R. Hambrecht & Co., LLC. Mr. Hambrecht does not directly own any shares of
Giga common stock. As a 17.4% owner of WRH and as sole Manager of the LLC, Mr. Hambrecht
may be deemed to beneficially own the shares owned directly by WRH and the LLC.
Mr. Hambrecht disclaims beneficial ownership of all shares of Giga common stock other than with
respect to the 279,009 shares of common stock representing his proportionate ownership interest in
WRH and the L1.C. Pursuant to a Stock Pledge Agreement dated March 28, 2002 by and between
Fiserv Securities, Inc. and WRH (the “Stock Pledge Agreement”), WRH pledged 1,300,000 shares
of Giga common stock as security for the performance of WRH’s obligations under a Secured
Promissory Note (the “Note”). Pursuant to the Note WRH borrowed $1,500,000, all of which was
contributed to the LLC. Pursuant to the Stock Pledge Agreement, WRH is not permitted to sell any
of the pledged shares of Giga common stock.

S Squared Technology Corp. beneficially owns 894,625 shares of Giga common stock (as reported a
Schedule 13G/A filed with the Securities and Exchange Commission on December 31, 2001). The
sole power to dispose of these shares is held by Seymour L. Goldblatt, President, S Squared
Technology Corp.

Includes 387,443 shares of Giga’s common stock held by 21" Communications Partners LP, 131,853
shares of Giga’s common stock held by 21* Century Communications T-E Partners LP and 52,133
shares of Giga’s common stock held by 21% Century Communications Foreign Partners LP.

Includes options to pixrchase 430,729 shares of Giga’s common stock issued pursuant to the Giga
1999 Share Incentive Plan.

Includes 320,000 shares of Giga's common stock held by Novak Biddle Venture Partners, LP
(77,143 shares of which are subject to the exercise of warrants), 1,167 shares of Giga’s common
stock held by Southgate Partners I, 1,167 shares of Giga’s common stock held by Southgate Partners
II, and 1,167 shares of Giga’s common stock held by Southgate Partners IfI. Also includes options
to purchase 16,500 shares of Giga’s common stock that were granted to Mr. Biddle pursuant to the
Giga 1997 Director Option Plan. Mr. Biddle disclaims beneficial ownership except to the extent of
his pecuniary interest in the Novak Biddle shares, and he disclaims beneficial ownership of the
Southgate Partners shares that are held in trusts of which he is trustee for his minor children.
Mr. Biddle beneficially owns directly 104,823 shares of Giga’s common stock.

Includes 38,334 shares of Giga’s common stock held by R. Crandall Trust, of which Mr. Crandall
serves as trustee (6,429 shares of which are subject to the exercise of warrants) and 4,000 shares of
Giga’s common stock owned by Mr. Crandall’s wife. Also includes options to purchase 104,667
shares of Giga’s common stock that were granted to Mr. Crandall pursuant to the Giga 1995 Stock
Option/Stock Issuance Plan, options to purchase 16,333 shares of Giga’s common stock that were
granted pursuant to the Giga 1996 Option Plan, and options to purchase 18,500 shares of Giga’s
common stock that were granted pursuant to the 1997 Director Option Plan.

Includes 4,000 shares of Giga’s common stock held by Mr. Brownstein’s children and 5,333 shares
of Giga’s common stock held by Mr. Brownstein and his spouse jointly. Also includes options to
purchase 18,500 shares of Giga’s common stock that were granted to Mr. Brownstein pursuant to the
Giga 1997 Director Option Plan and warrants to purchase 12,857 shares. Mr. Brownstein disclaims
beneficial ownership of the 2,000 shares of Giga’s common stock held by Will Gordon, the adult
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(1)

(12)

(13)

(14)

(15)

(16)

an

child of his spouse. Mr. Brownstein disclaims beneficial ownership of 2,000 shares of Giga’s
common stock held by his minor child, Emily Hamilton; however, Mr. Brownstein exercises
investment and voting power over these shares.

Includes options to purchase 28,333 shares of Giga’s common stock that were granted to
Mr. Gilmour other than pursuant to a formal stock option plan and 14,000 shares of Giga’s common
stock that were granted to Mr. Gilmour pursuant to the Giga 1997 Director Option Plan.

Includes options to purchase 7,167 shares of Giga’s common stock granted to Mr. Mahoney
pursuant to the Giga 1995 Stock Option/Stock Issuance Plan, options to purchase 13,907 shares of
Giga’s common stock pursuant to the Giga 1996 Option Plan and options to purchase 48,393 shares
of Giga’s common stock pursuant to the Giga 1999 Share Incentive Plan.

Includes 10,000 shares of Giga common stock owned jointly by Mr. Faherty and his spouse and
49,633 shares of Giga common stock owned by Faherty Property Co., Ltd. Mr. Faherty and his
spouse are General Partners of Faherty Property Co., Ltd. Also includes options to purchase 15,000
shares of Giga’s common stock granted pursuant to the Giga 1999 Share Incentive Plan pursuant to
Mr. Faherty’s Consulting Agreement with Giga (see “Certain Relationships and Related
Transactions”).

Includes options to purchase 1,667 shares of Giga’s common stock that were granted to Mr. Landry
pursuant to the Giga 1996 Option Plan, options to purchase 25,000 shares of Giga’s common stock
that were granted under Mr. Landry’s Consulting Agreement with Giga (see “Certain Relationships
and Related Transactions”™) pursuant to the Giga 1999 Share Incentive Plan and options to purchase
15,000 shares of Giga’s common stock pursuant to the Giga 1997 Director Option Plan.

Includes options to purchase 44,778 shares of Giga’s common stock that were granted to Dr. Six
pursuant to the Giga 1999 Share Incentive Plan. :

Includes options to purchase 4,479 shares of Giga’s common stock that were granted to Ms. Lynch
pursuant to the Giga 1995 Stock Option/Stock Issuance Plan, options to purchase 1,733 shares of
Giga’s common stock pursuant to the Giga 1996 Option Plan and options to purchase 12,818 shares
of Giga’s common stock pursuant to the Giga 1999 Share Incentive Plan.

Includes 837,504 shares of Giga’s common stock issuable upon exercise of options and 96,429

shares of Giga’s common stock issuable upon exercise of warrants held by all directors and
executive officers as a group.
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Item 13. Certain Relationships and Related Transactions
Consulting Agreements
Landry Consulting Agreement

Effective as of August 23, 1999, Giga entered into a consulting agreement with John Landry for a
two-year period ending August 31, 2001. The agreement provided that Mr. Landry would devote an
average minimum of 15 hours per month to Giga in connection with his consulting duties. In consideration
for his services, Giga granted to Mr. Landry an option to purchase 25,000 shares of Giga’s common stock
at an exercise price of $5.75 per share.

Faherty Consulting Agreement

Effective as of July 18, 2001, Giga entered into a consulting agreement with Michael Faherty that
will terminate upon the occurrence of the earlier of the two-year period ending July 17, 2003, or the
completion of his consulting duties. The agreement provides that Mr. Faherty will devote an average
minimum of 15 hours per month to Giga in connection with his consulting duties. Either party may
terminate the agreement upon not less than 60 days’ prior written notice. In consideration for his services,
Giga granted to Mr. Faherty an option to purchase 15,000 shares of Giga’s common stock at an exercise
price of $0.79 per share. The option was fully vested and exercisable upon grant.

42




PART IV

Item 14. Exhibits, Financial Statement Schedules and Reports on Form 8-K.

(a)

(b)

©)

1. Financial Statements

The consolidated financial statements required by this item appear on the following pages of this
Annual Report on Form 10-K and are incorporated herein by reference:

PAGE
Report of Independent Accountants F-2
Consolidated Balance Sheets at December 31, 2001 and 2000 F-3
Consolidated Statements of Operations for the year ended
December 31, 2001, 2000, and 1999 F-4
Consolidated Statements of Changes in Stockholders' Deficit
for the year ended December 31, 2001, 2000, and 1999 F-5
Consolidated Statements of Cash Flows for the year ended
December 31, 2001, 2000, and 1999 F-6

Notes to Consolidated Financial Statements F-8

2. Financial Statement Schedule

The Financial Statement schedule required to be filed hereunder appear on page S-1 hereof.

Other schedules are omitted because of the absence of conditions under which they are required or
because the required information is given in the consolidated financial statements or notes thereto.

Reports on Form 8-K

Giga filed a Current Report on Form 8-K, dated October 18, 2001, pertaining to a press release
announcing Giga’s results of operations for the three and nine months ended September 30, 2001.

Exhibits

Exhibit

Number

3.1(1)
32(1)
3.3(9)
3.4 (16)
4(1)

10.1 (2)*
10.2(2)

10.3 (1)

Description of Documents .

Fifth Amended and Restated Certificate of Incorporation of the Registrant
Amended and Restated By-Laws of the Registrant

Amendment No. 1 to the Amended and Restated By-Laws of the Registrant
Amendment No. 2 to the Amended and Restated By-Laws of the Registrant
Specimen Certificate for shares of Common Stock, $.001 par value, of the
Registrant

Employment Agreement dated December 24, 1998 between the Registrant and
Gideon L. Gartner

Consulting Agreement dated December 18, 1998 between the Registrant and
Richard L. Crandall

Non-competition Agreement dated November 13, 1995 between the Registrant
and Gideon I. Gartner
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104 (1)

10.5 (14)

10.6 (1)

10.7 (1)
10.8 (14)
10.9 (1)*
10.10 (1)*
10.11 (9)*
10.12 (13)*
10.13 (1)*
10.14 (1) *
10.15 (16)*
10.16 (3)*
10.17 (10)*
10.18 (4)*
10.19 (12)*
10.20 (13)*

10.21 (5)
10.22 (6)

10.23 (14)

10.24 (6)

10.25 (14)

10.26 (15)

10.27*

10.28 (7)

10.29 (8)

10.30 (9)

Lease dated October 31, 1995 between the Registrant and Cambridge 1400
Limited Partnership, with respect to the premises at One Kendall Square

First Amendment, dated August 7, 2000, to the lease dated October 31, 1995,
between the Registrant and One Kendall LLC, successor-in-interest to
Cambridge 1400 Limited Partnership, with respect to the premises at One
Kendall Square

Lease dated October 6, 1987, as amended, between BIS Strategic Decisions,

Inc. and Charles A. Pesko, Jr. as Trustee of Longwater Circle Trust, with respect
to the premises at One Longwater Circle

Lease dated May 29, 1998, between the Registrant and Trinet Property

Partners, L.P., with respect to the premises at One Longwater Circle

First Amendment, dated October 1, 2000, to the lease dated May 29, 1998,
between the Registrant and Trinet Property Partners, L.P., with respect to the
premises at One Longwater Circle

Giga Information Group, Inc. 1995 Stock Option/Stock Issuance Plan

Giga Information Group, Inc. 1996 Stock Option Plan

Amendment No. 1 to Giga Information Group, Inc. 1996 Stock Option Plan
Amendment No. 2 to Giga Information Group, Inc. 1996 Stock Option Plan
Giga Information Group, Inc. 1997 Director Option Plan

Amendment No. 1 to Giga Information Group, Inc. 1997 Director Option Plan
Amendment No. 2 to Giga Information Group, Inc. 1997 Director Option Plan
Employment Agreement, dated May 13, 1999, between Giga Information
Group, Inc. and Robert K. Weiler

Letter Agreement effective as of October 26, 1999 between the Registrant and
Robert K. Weiler providing for the deferral of year 2000 compensation

Giga Information Group, Inc. 1999 Share Incentive Plan

Amendment No. 1 to Giga Information Group, Inc. 1999 Share Incentive Plan
Amendment No. 2 to Giga Information Group, Inc. 1999 Share Incentive Plan
Giga Information Group, Inc. 1999 Employee Stock Purchase Plan

Lease dated June 18, 1999 between the Registrant and The Linden Limited
Partnership with respect to its headquarters at 139 Main St., Cambridge,
Massachusetts

First Amendment, dated August 28, 2000, to the lease dated June 18, 1999,
between the Registrant and The Linden Limited Partnership, with respect to its
headquarters at 139 Main St., Cambridge, Massachusetts

Sublease dated June 28, 1999, between the Registrant and InCert Software
Corporation, with respect to the premises at One Xendall Square, Cambridge,
Massachusetts

First Amendment, dated October 12, 2000, to the sublease dated June 28, 1999,
between the Registrant and InCert Software Corporation, with respect to the
premises at One Kendall Square, Cambridge, Massachusetts

Second Amendment, dated February 2, 2001, to the sublease dated June 28,
1999, between the Registrant and InCert Software Corporation, with respect to
the premises at One Kendall Square, Cambridge, Massachusetts

Third Amendment, dated October 1, 2001, to the sublease dated June 28, 1999,
between the Registrant and InCert Software Corporation, with respect to the
premises at One Kendall Square, Cambridge, Massachusetts

Consulting Agreement dated as of August 23, 1999 between the Registrant and
John Landry

Rights Agreement dated as of February 18, 2000 between Giga Information
Group, Inc. and American Stock Transfer & Trust Co., as Rights Agent. The
Rights Agreement includes as Exhibit B the form of Right Certificate and as
Exhibit C the form of Certificate of Designations

Accounts Receivable Financing Agreement, dated as of April 7, 2000, between
the Registrant and Silicon Valley Bank, Specialty Finance Division
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10.31 (14)

Accounts Receivable Financing Modification Agreement, dated October 31,
2000, between the Registrant and Silicon Valley Bank

10.32 (15) Accounts Receivables Financing Modification Agreement, dated April 6, 2001,
between the Registrant and Silicon Valley Bank

10.33 (17) Loan Modification and Forbearance Agreement, dated August 31, 2001,
between the Registrant and Silicon Valley Bank

1034 (17) Loan Modification and Forbearance Agreement, dated November 6, 2001,
between the Registrant and Silicon Valley Bank

10.35* Accounts Receivable Financing Modification Agreement, dated March 27,
2002, between the Registrant and Silicon Valley Bank

10.36 (15) Intellectual Property Security Agreement, dated April 6, 2001, between the
Registrant and Silicon Valley Bank

10.37 (15) Amendment to Warrant Agreement, dated April 6, 2001, between the Registrant
and Silicon Valley Bank

10.38 (17) Warrant to Purchase Stock of the Registrant issued to Silicon Valley Bank on
September 5, 2001

10.39 (17) Consulting Agreement dated July 18, 2001 between the Registrant and Michael
E. Faherty

11# Statement re computation of earnings per share

21* Subsidiaries of the Registrant

23% Consent of PricewaterhouseCoopers LLP

* Management contract or compensatory plan or arrangement

* Filed herewith

¢)) Incorporated by reference to the Registrant’s Registration Statement on Form
S-1 (File No. 333-52899), dated July 28, 1998.

(2) Incorporated by reference to the Registrant’s Annual Report on Form 10-K,
dated March 31, 1999,

3) Incorporated by reference to the Registrant’s Current Report on Form 8-K,
dated May 17, 1999.

4 Incorporated by reference to Annex A to the Registrant’s Proxy Statement for its
1999 Annual Meeting of Stockholders, dated April 12, 1999.

5) Incorporated by reference to Annex B to the Registrant’s Proxy Statement for its
1999 Annual Meeting of Stockholders, dated April 12, 1999.

(6) Incorporated by reference to the Registrant’s Quarterly Report on Form 10-Q,
dated August 16, 1999.

@) Incorporated by reference to the Registrant’s Quarterly Report on Form 10-Q,
dated November 15, 1999.

(8) Incorporated by reference to the Registrant’s Current Report on Form 8-K,
dated February 18, 2000.

© Incorporated by reference to the Registrant’s Quarterly Report on Form 10-Q/A,
dated August 23, 2000.

ao Incorporated by reference to the Registrant’s Annual Report on Form 10-K,
dated March 30, 2000.

an Incorporated by reference to the Registrant’s Registration Statement on Form
S-8 (File No. 333-40210), dated June 27, 2000.

(12) Incorporated by reference to the Registrant’s Registration Statement on Form
S-8 (File No. 333-40212), dated June 27, 2000.

(13) Incorporated by reference to the Registrant’s Quarterly Report on Form 10-Q,
dated November 14, 2000.

(14) Incorporated by reference to the Registrant’s Annual Report on Form 10-K,

dated April 2, 2001.
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Incorporated by reference to the Registrant’s Quarterly Report on Form 10-Q,
dated May 15, 2001.

Incorporated by reference to the Registrant’s Quarterly Report on Form 10-Q,
dated August 14, 2001.

Incorporated by reference to the Registrant’s Quarterly Report on Form 10-Q,
dated November 14, 2001.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, as
amended, the Registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto
duly authorized on the 28th day of March, 2002.

GIGA INFORMATION GROUP, INC.

By: ROBERT K. WEILER

Robert K. Weiler

Chairman of the Board of Directors,
President and Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, this Annual
Report on Form 10-K has been signed below by the following persons on behalf of the Registrant in the
capacities and on the dates indicated:

Name Title Date
ROBERT K. WEILER Chairman of the Board of Directors, March 28, 2002
Robert K. Weiler President and CEO

(Principal Executive Officer)

VICTORIA M. LYNCH Senior Vice President, CFO, March 28, 2002
Victoria M. Lynch Secretary and Treasurer,
(Principal Financial and Accounting Officer)

Director
David L. Gilmour
A.G.W. BIDDLE ITI Director March 28, 2002
A. G. W. Biddle III
NEILL H. BROWNSTEIN Director March 28, 2002
Neill H. Brownstein
RICHARD L. CRANDALL Director March 28, 2002
Richard L. Crandall
JOHN B. LANDRY Director March 28, 2002
John B. Landry
MICHAEL E. FAHERTY Director March 28, 2002

Michael E. Faherty
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Report of Independent Accountants

To the Board of Directors and Stockholders of
Giga Information Group, Inc.:

In our opinion, the consolidated financial statements listed in the index appearing under Item 14(a)(1) on
page 32 present fairly, in all material respects, the financial position of Giga Information Group, Inc. and
its subsidiaries at December 31, 2001 and 2000, and the results of their operations and their cash flows for
each of the three years in the period ended December 31, 2001 in conformity with accounting principles
generally accepted in the United States of America. In addition, in our opinion, the financial statement
schedule listed in the index appearing under Item 14(a)(2) on page 32 presents fairly, in all material
tespects, the information set forth thérein when read in conjunction with the related consolidated financial
statements. These financial statements and the financial statement schedule are the responsibility of the
Company's management; our responsibility is to express an opinion on these financial statements and the
financial statement schedule based on our audits,. We conducted our audits of these statements in
accordance with auditing standards generally accepted in the United States of America, which require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on & test basis, evidence supporting the
amounts and disclosures in the financial statements, assessing the accounting principles used and
significant estimates made by management, and evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for our opinion.

PRICEWATERHOUSECOOPERS LLP

PricewaterhouseCoopers LLP
Boston, Massachusetts
March 27, 2002




GIGA INFORMATION GROUP, INC
CONSOLIDATED BALANCE SHEETS
(in thousands, except share and per share data)

December 31,

29G0

$ 1,640

20,083
1,717
5,886
6,052

35,378
681
580

6,375
1,270

$ 44,284

$ 1352
137
4,337
39,234
9,669

54,729
216
881

55,826

10
82,896
(569)
(95,.217)
1,338

(11,542)

2001
Assets
Current assets:
Cash and cash equivalents $ 1,118
Restricted cash : 57
Trade accounts receivable, net of allowances of $1,128 and $388
at December 31, 2001 and 2000, respectively 15,879
Pledged accounts receivable 3,128
Unbilled accounts receivable 5,588
Prepaid expenses and other current assets 4,186
Total current assets 29,956
Restricted cash 620
Unbilled accounts receivable 1,399
Property and equipment, net 5,770
Other assets 2,011
Total assets $ 39,756
Liabilities and Stockholders’ Deficit
Current liabilities:
Short-term borrowings ‘ $ 2507
Current portion of capitalized lease obligations 325
Accounts payable 3,841
Deferred revenues 36,601
Accrued expenses and other current liabilities 7,593
Total current liabilities 50,867
Capitalized lease obligations, net of current portion 254
Deferred revenues 2,024
Total liabilities 53,145
Commitments and contingent liabilities (Note 13)
Stockholders' deficit:
Convertible Preferred Stock, $0.001 par value; 5,000,000 shares authorized at December 31,
2001 and 2000, no shares issued and outstanding at December 31, 2001 and 2000 -
Common Stock, $0.001 par value: 60,000,000 shares authorized at December 31, 2001
and 2000, 10,666,021 and 10,464,741 shares issued and outstanding at
December 31, 2001 and 2000, respectively 11
Additional paid-in capital 82,899
Deferred compensation 67)
Accumulated deficit (97,652)
Accumulated other comprehensive income 1,420
Total stockholders' deficit (13,389
Total liabilities and stockholders' deficit $ 39,756

§ 44284

The accompanying notes are an integral part of the consolidated financial statements,
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GIGA INFORMATION GROUP, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS

(in thousands, except share and per share data)

Year Ended December 31,
2001 2000 1999

Revenues:

Research, advisory and consulting $ 65,379 $ 61,737 $ 46,621

Other, principally events 4,379 6,986 5,880

Total revenues 69,758 68,723 52,501
Costs and expenses:

Cost of services 27,648 30,654 26,182

Sales and marketing 28,092 31,923 30,220

Research and development 1,102 2,174 2,073

General and administrative 9,054 9,084 9,130

Impairment and other charges 844 - -

Restructuring charge 1,329 253 -

Depreciation and amortization 3,576 2,924 1,893

Total costs and expenses 71,645 77,012 69,498
Loss from operations (1,887) (8,289) (16,997)
Interest income 86 243 703
Interest expense (293) 20 (204)
Other expense (164) - -
Foreign exchange loss (103) 231) (768)
Minority interest 66 - -

Loss from operations before income taxes (2,295) (8,257) (17,266)
Income tax provision (benefit) 140 (25) 62
Net loss $ (2435 $§ (8232 $ (17,328)
Loss per common share

Basic $ 023 $ 080) $ (1.73)

Diluted $ 023 3 080 $ (1.73)
Weighted average common shares outstanding

Basic 10,572,594 10,270,695 9,999,737

Diluted 10,572,594 10,270,695 9,999,737

F-4

The accompanying notes are an integral part of the consolidated financial statements.




“SHIAUISIRNS [RISURUI] pALPI{OSUO0d ) Jo wred (1B Ue 2Je s3jou Furluedwiodds iy,

(68£°E1) $  @Xs9'Le) 3 0TH't 3 (L9) $ 66878  § 11 $ - 3 1002 ‘1€ 19quiad3(] 3¢ douE[Rg
(€5£D) $ 550 dArsusyIdwoy
8 78 8 yusunsnipe uone[suen Asuaund ugrIog
(<3 24) (SEt'D) $ [(S3 4] $ SSO| 19N
:s30] 2a1suagorduro)
(061} L8€ [2729] saakojdws 1auL10§ 10§ uoNESUSdWODd PALIDJI]
fral [54 (6:18] suondo o015 01 pare[al ssuadxs uonesusdwo)
(174 1€2 SiueLEM (00'00E JO 2oUBNSS]
L L SIUELRM JO UONEN[RASY
60€ 80€ I ue[d 9SOy O01§ dako[dury Japun
¥201§ uouruo)) JO SaJeys 979/  JO douenss]
[ w suejd uondo Y20)s 1opun
FIOIS UOWTIOD) JO SIICYS 8¢ ] JO F0URRES)
@ps11) [ ATATS) 3 SEE'L $ (695) $ 96878  $ [ $ - 3 0007 ‘1€ 19qwsd3(] e doue[eg
(zos'L) $ ssof aarsuayardwo)
(1134 (1154 oty wasunsalpe vonesuen Aouaumd udaloyg
(ZgT'e) e (2eT's) $ SO 19N
:850[ 2AISUAYIdUO))
zI8 [4t] 'y dnoioedo
UI JUSUIISIAUL JO dnfea Suikumd o) Jusunsnlpy
- Ll L) $90K0jdw 13uLi0] 10) uonesuadwod pausjag
Lt oz 107 suondo %0015 03 paejal asuadxa vonesuadwo))
[43 43 WAWIITY FUIGURULY A[qRAIDY SIMOI0Y AR NIM TONdIUNfU0d Ul
YD01S UoUINIn)) Jo sareys gty 2seydind 0 j0 1
9zl 9zl YOO0I§ UOWO)) JO SATBYS 666° 11 10) SIUELRM JO ISID1XY
1LS 129 ue[y 2seyoIng Jo0yg sakojdurg 1apun
Y2015 UoumIo)) JO SAreYs pOE‘ L[ JO oUeNSS]
309 809 suerd uondo ¥003s 1apun
201§ UOWIWO)) JO SATRYS £6° | HT JO IoUBNSS]
(98€'9) $ (586'98) $ 806 $ (€86) $ #9908 $ 01 $ - $ 6661 ‘1€ Joquisna(] Je soueeq
(Les'on $ ssof aatsuayardura)y
161 16L 6L waunsnipe vonejsuen Aouaumd uSining
@|ze'L) |z€'LD (8ze'Ll) $ $50] 19N
18501 aaisuayasdwo)
- 8T (Z80) saakojdws 19wIo) 10J uonesuaduiod paLajag
96V 6tt L1 suondo %5015 01 patejal asuadxa uonesuaduio))
3t 8¢ ¥20)§ UOWUIC)) JO SAIRYS GYY'T | 0] SITRLEM JO 9S1219X5]
114 117 sueyd vondo ¥201s 1apun
Y201S UCWUIOY) JO SATRYS ¢E7 L] JO dUENSS]
901’6 $  (L59'69) $ L1 $ wio'n $ 05508 § ol $ - $ 8661 ‘1€ 39qUI203(] I8 dsuUL[E]
YR mwyRg duroauy (sso)) amoduy uonesuaduio)y fende) PET IS
SPPIOYNS P \4 atsuayaadura]) dasuappIduio) PP ul-pred uoprwor) PaLtapIg
B0l PPO [CAORIPPY AquILALD)
PIEMNWNIIY

{eyep axegs ydaoxa ‘spuesnoyy ur)
6661 PUS 0007 ‘T00Z ‘If 19qImd( PIPU3 1634 ags 10)
LIDIAAJ SHAATOHNIOLS 40 SINIWILV.LS CALVAITOSNOD
‘ONI ‘dNOY¥D NOLLVIWHOAINI VIID

F-5



GIGA INFORMATION GROUP, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands, except share data)

Year Ended December 31,
2001 2000 1999

Cash flows from operating activities:
Net loss $ (2435 $ (8,232) $(17,328)
Adjustments to reconcile net loss to cash provided by (used in) operating activities, net of
the effect of acquisitions and divestitures:

Depreciation and amortization 3,576 2,924 1,893
Amortization of deferred financing costs 160 62 -
Minority interest (66) - -
Provision for doubtful accounts and sales cancellations 1,192 an 102
Compensation expense related to stock options (60) 444 486
Write-off of investment 164 - -
Impairment and other charges - Gigaweb Information Group, Ltd. 844 - -
Other, net 2) (105) 42
Change in assets and liabilities:

Decrease (increase) in billed and unbilled accounts receivable 1,043 (3,509) (7,057)
Decrease (increase) in prepaid expenses and other current assets 1,880 (1,290) 559
Decrease (increase) in other assets 10 17 (150)
(Decrease) increase in deferred revenues (1,496) 2,848 9,166
(Decrease) increase in accounts payable and accrued liabilities (3,484) 3,570 2,363

Cash provided by (used in) operating activities 1,326 (3,288) (9,924)

Cash flows from investing activities:

Acquisition of equipment and improvements (2,392) (2,765) (4,667)
Purchase of Gigaweb Information Group, Ltd., net of cash acquired (1,005) - -
Payable to former shareholder of Gigaweb Information Group, Ltd. 642 - -
Investment in GigaGroup S.A. (250) (284) -
Purchases of marketable securities - - (7,464)
Proceeds from maturities of marketable securities - 801 13,571
Increase in restricted cash - (365) (300)
Other, net 10 (23) 9

Cash (used in) provided by investing activities (2,995) (2,636) 1,149

Cash flows from financing activities:

Proceeds from issuance of Common Stock under option plans and employee stock purchase plan 331 1,179 211
Proceeds from issuance of Common Stock due to exercise of warrants - 126 38
Net proceeds from short-term borrowings under Accounts Receivable Financing Agreement 1,155 1,352 -

Principal payments on long-term debt - (426) (378)
Principal payments under capital lease obligations (304) a7 -

Cash provided by (used in) financing activities 1,182 2,154 (129)
Effect of exchange rates on cash (35) 345 (161)
Net decrease in cash and cash equivalents (522) (3,425) (9,065)
Cash and cash equivalents, beginning of period 1,640 5,065 14,130

Cash and cash equivalents, end of period $ 1,118 $ 1,640 $ 5,065
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GIGA INFORMATION GROUP, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS - CONTINUED

(in thousands, except share data)

Year Ended December 31,
2001 2000 1999
Supplementary cash flow information:
Income taxes (refunded)/paid $ (20) $ -3 62
Interest paid $ 268 $ 78 5 204
Noncash investing and financing activities:
Purchase of equipment under capital lease obligations $ 530 $ 430 3 -
Purchase of 4,814 shares of Gigaweb Information Group, Ltd. for $1,216:
Fair value of assets acquired $ 1,588
Loss related to exercise of put option 332
Cash paid for capital stock (574)
Payable outstanding to former shareholder of Gigaweb Information Group, Ltd. (642)
Liabilities assumed $ 704

The accompanying notes are an integral part of the consolidated financial statements.
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GIGA INFORMATION GROUP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. THE COMPANY:

Giga Information Group, Inc. (“Giga”) was incorporated on March 17, 1995 in the state of
Delaware. Giga's principal business activity is to help clients make better strategic decisions that are
designed to maximize technology investments and achieve business results. This is accomplished through
a combination of objective research, pragmatic advice and personalized consulting on technology
information available primarily through subscription-based products. Giga derives its revenues primarily
from two sources, (i) Research, advisory and consulting services, which include Giga Advisory Service,
including Advisory Consulting, Web Site ScoreCard and TEI and (ii) Other Services, which include
principally events and conferences. Advisory Services consist of IT research and analysis to support
customers' business decisions. Services are distributed primarily through electronic media, as well as
inquiry access to analysts and practitioners and participation in conferences, packaged into an annually
renewable subscription-based product.

Giga’s financial statements have been prepared on the basis that it is a going concern, which
contemplates continuity of operations, realization of assets and the satisfaction of liabilities in the normal
course of business.

Giga had a negative working capital balance of $20.9 million and an accumulated deficit of $97.7
million at December 31, 2001. In recent years, Giga has funded its working capital needs and net operating
losses primarily from cash receipts from subscription services delivered in future months. In the event that
Giga experiences a decline in its subscription renewals and new business, it may not be able to continue to
fund its operations through working capital resources. Furthermore, in the event that Giga does not
maintain quarterly profitability and the financial metrics specified in the Financing Agreement renewed on
March 27, 2002 (the “2002 Financing Agreement”), Giga would be in default of the covenants of the 2002
Financing Agreement, which could result in the outstanding amounts becoming immediately due, and the
need for Giga to seek additional financing to fund operations.

If necessary, Giga will consider various sources of additional financing, including but not limited
to, private placements of debt or equity securities, the sale of assets and strategic alliances, but there can be
no assurance that such financing would be available to Giga on terms that are acceptable, if at all. If
adequate funds are not available, Giga may be required to reduce its fixed costs and delay, scale back or
eliminate certain of its services, any of which could have a material adverse effect on Giga’s business,
financial condition or results of operations. There can be no assurance, however, that Giga would be able
to obtain financing or sufficiently scale back operations to provide the liquidity necessary for Giga to
continue its operations. These financial statements do not include any adjustments that might result from
this uncertainty.

Giga believes that its existing cash and cash equivalents, cash expected to be generated from its
operations, and cash available from its financing and overdraft agreements, net of repayments on short-term
borrowings, will be sufficient to fund Giga’s cash needs through at least the fourth quarter of 2002. See
Note 12 and Note 6 for additional information on Giga’s accounts receivable financing and overdraft
arrangements and restructuring actions taken in 2001, respectively.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:
Basis of Presentation and Principles of Consolidation

The consolidated financial statements of Giga Information Group, Inc. include the accounts of
Giga and its wholly-owned subsidiaries. All significant intercompany balances and transactions have been




GIGA INFORMATION GROUP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

eliminated. Certain prior year amounts have been reclassified to conform to the current year's presentation.
Giga’s fiscal year end is December 31.

In July 2001, Giga purchased 2,383 shares of Gigaweb Information Group, Ltd. (“Gigaweb, Ltd™),
increasing its ownership percentage from 7.8% to 53.4%. Upon consummation of this transaction, Giga
began consolidating the financial results of Gigaweb, Ltd. with its operations and recording minority
interest related to the ownership of outside stockholders of Gigaweb, Ltd. Giga continued to record the
minority interest through December 31, 2001, the date on which Giga acquired the remaining 2,431
outstanding shares of Gigaweb, Ltd., increasing its ownership of Gigaweb, Ltd. from 53.4% to 100%.

Foreign Currency Translation

The accounts of foreign subsidiaries are translated using exchange rates in effect at period-end for
assets and liabilities and at average exchange rates during the period for results of operations. The local
currency for all foreign subsidiaries is the functional currency. The related translation adjustments are
reported as a separate component of stockholders' deficit.

Cash, Cash Equivalents and Restricted Cash

Cash equivalents consist primarily of liquid investments, with original maturities of 90 days or
less, in money market funds which are convertible to a known amount of cash and bear an insignificant risk
of change in value.

Restricted cash in the amounts of $577,000 and $581,000 at December 31, 2001 and 2000
respectively, consists of certificates of deposit held for irrevocable standby letters of credit that are security
deposits related to operating leases for premises located in Cambridge, Massachusetts, Munich, Germany,
and Frankfurt, Germany. Cash associated with these letters of credit remains restricted for the term of the
corresponding lease period with the exception of $300,000, which may be reduced to $100,000 in 2003 if
Giga achieves positive net income for the year ended December 31, 2002. Restricted cash in the amount of
$100,000 at December 31, 2001 and 2000 is held in a restricted certificate of deposit as collateral for
automated clearing house payments. -

Concentration of Credit Risk

Financial instruments, which potentially subject Giga to concentrations of credit risk, consist
primarily of temporary cash investments in money market funds, trade accounts receivable and other
investments. Giga places its temporary cash investments with high credit quality financial institutions in
accordance with its investment policy as approved by its board of directors. Trade receivables result from
contracts with various customers. Giga generally does not require collateral or other security from these
customers. Giga performs ongoing credit evaluations of its customers and maintains reserves for potential
credit losses. Such losses have historically been within management's expectations.

Other investments are comprised of equity securities of private companies in which Giga makes
selective investment for strategic purposes. Giga evaluates these investments periodically to assess for
impairment. During 2001, Giga recorded an impairment loss of $164,000, included in the Consolidated
Statement of Operations under the caption “Other expense.” This impairment loss was for the write-off of
an investment in a private company in the business of providing media products pertaining to information
technology. The assets of this company were foreclosed upon by its senior secured creditor, leaving no
assets with which to pay any other creditors or common or preferred stockholders. Giga believes the
investment, carried at cost basis, is permanently impaired and has written off the full carrying cost of the
investment. Of Giga’s remaining investments, aggregating $1,084,000 at December 31, 2001, GigaGroup
S.A. represents $1,059,000 (see Note 5). '




GIGA INFORMATION GROUP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

Sale of Stock by Former Subsidiary

Giga records gains and losses arising from issuances of stock by its subsidiaries directly to
additional paid-in capital in accordance with the provisions of Staff Accounting Bulletin (“SAB”) No. 51,
“Accounting for Sales of Stock of a Subsidiary.”

Income Taxes

Giga recognizes deferred tax assets and liabilities for the expected future tax consequences of
events that have been included in Giga's consolidated financial statements. Under this method, deferred tax
assets and liabilities are determined based on the difference between the financial statement and tax bases
of assets and liabilities using currently enacted tax rates for the year in which the differences are expected
to reverse. Giga records a valuation allowance against net deferred tax assets if, based upon the available
evidence, it is more likely than not that some or all of the deferred tax assets will not be realized.

Revenue and Commission Expense Recognition

' Subscription revenues from research, advisory and retainer-based consuiting are deferred and
recognized monthly on a pro-rata basis over the contract period, generally one year. Giga's policy is to
record accounts receivable and related deferred revenues for the full amount of the contract on the date it is
signed. Contracts are generally billable upon signing. Giga also records the related commission obligation
upon the signing of these contracts and amortizes the corresponding deferred commission expense over the
contract period in which the related research, advisory and consulting revenues are earned. In the event the
customer cancels the contract, the commission is refundable with respect to the portion related to the
revenue that will not be recognized.

Revenues from (i) Advisory Service (including Advisory Consulting), Web Site ScoreCard and
TEI are aggregated into Research, advisory and consulting and (ii) Events and Conferences are aggregated
into Other, principally events. Revenues from project consulting, Web Site ScoreCard and TEI are
recognized as such services are completed. Revenues from events and conferences are recognized as they
occur.

Unbilled accounts receivable, the majority of which are due within one year, primarily result from
deferred billing terms offered in connection with Giga’s annual contracts.

Property and Equipment

Property and equipment are stated at cost. Property and equipment acquired are recorded at the
estimated fair market value of those assets in existence at the date of acquisition. Expenditures for
maintenance and repairs are charged to expense; expenditures for additions, renewals and betterments are
capitalized.

Depreciation, which includes the amortization of assets recorded under capital leases, is computed
for financial reporting purposes principally by use of the straight-line method over the following estimated
useful lives:

Computers and related equipment 3 years

Furniture and fixtures 5 years

Motor vehicles 7 years _

Leaseholds and related improvements Shorter of economic life or remaining lease term

Upon retirement or sale, the cost of assets disposed of and the related accumulated depreciation is
eliminated from the balance sheet and the resulting gains or losses are reflected in income.
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GIGA INFORMATION GROUP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

Costs incurred in connection with providing additional functions and features to GigaWeb, Giga’s
interactive web site for information technology research and discussion, are capitalized during the
operation stage in accordance with the provisions of Emerging Issues Task Force “(“EITF”) 00-02,
“Accounting for Web Site Development Costs.” During 2001, Giga capitalized approximately $1.4 million
of costs incurred to upgrade GigaWeb.

Long-Lived Assets, including Goodwill

Giga regularly reviews long-lived assets for impairment. Any write-downs are treated as
permanent reductions in the carrying amount of the assets. Management's policy regarding long-lived
assets is to evaluate the recoverability of its assets when the facts and circumstances suggest that these
assets may be impaired. The test of such recoverability is a comparison of the asset value to its expected
undiscounted future cash flows over the remaining life of the asset. This analysis relies on a number of
factors including operating results, business plans, budgets, economic projections and changes in
management's strategic direction or market emphasis.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect (i) the reported amounts of
assets and liabilities, (ii) disclosure of contingent assets and liabilities at the dates of the financial
statements and (iii) the reported amounts of revenues and expenses during the reporting periods. Actual
results could differ from those estimates.

Giga is subject to a number of risks similar to other companies in its industry including a
dependence on sales and renewals of subscription-based services, competition from other companies
including those with greater resources than Giga, the need to attract and retain qualified personnel, the
ability to manage and sustain growth, the development of new services and products, uncertainty of market
acceptance of its services, dependence on key management personnel, potential for significant fluctuations
in quarterly operating results and the risks associated with international operations.

Earnings (Loss) per Share

Giga computes basic and diluted earnings (loss) per share in accordance with Statement of
Financial Accounting Standards (“SFAS”) No. 128, “Earnings Per Share.” Basic earnings (loss) per share is
computed using the weighted average number of common shares outstanding during the period. Diluted
earnings per share is computed using the weighted average number of common shares outstanding during
the period plus the dilutive effect, if any, of outstanding stock options and warrants using the treasury stock
method. Dilutive loss per share is computed using the weighted average number of common shares
outstanding during the period and excludes the dilutive potential common shares outstanding, as their effect
would be antidilutive. As a result, options and warrants to purchase shares of common stock in the amount
of 5,504,119 shares at December 31, 2001, 4,065,097 shares at December 31, 2000, and 3,600,117 shares at
December 31, 1999 were excluded from the calculation of diluted loss per share. At December 31, 2001,
2,146,000 options and warrants had an exercise price that was below the average market value per share of
Giga’s common stock during 2001.

Comprehensive Income (Loss)
Comprehensive income (loss) is comprised of net income (loss) and other comprehensive income
(loss). Other comprehensive income (loss) includes certain changes in equity that are excluded from net

income (loss). At December 31, 2001, accumulated other comprehensive income was comprised solely of
cumulative foreign currency translation adjustments. The individual components of comprehensive income
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GIGA INFORMATION GROUP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

(loss) are reflected in the consolidated statement of stockholders’ deficit for the year ended December 31,
2001, 2000, and 1999.

New Accounting Pronouncements

In June 2001, the Financial Accounting Standards Board (“FASB”) issued SFAS No. 141,
“Business Combinations.” SFAS No. 141 addresses financial accounting and reporting for business
combinations and supersedes APB Opinion No. 16, “Business Combinations,” and SFAS No. 38,
“Accounting for Preacquisition Contingencies of Purchased Enterprises.” SFAS 141 requires that all
business combinations in the scope of this Statement to be accounted for using one method, the purchase
method. This Statement is effective for all business combinations initiated after June 30, 2001 and for all
business combinations accounted for using the purchase method for which the date of acquisition is July 1,
2001 or later. Giga followed the guidance of SFAS No. 141 related to its acquisition of Gigaweb Ltd.

In June 2001, the FASB issued SFAS No. 142, “Goodwill and Other Intangible Assets.” SFAS
No. 142 addresses financial accounting and reporting for acquired goodwill and other intangible assets and
supersedes APB Opinion No. 17, “Intangible Assets.” This Statement addresses how intangible assets that
are acquired individually or with a group of assets (but not those acquired in a business combination)
should be accounted for in financial statements upon their acquisition. This Statement also addresses how
goodwill and other intangible assets should be accounted for after they have been initially recognized in the
financial statements. SFAS No. 142 is effective for fiscal years beginning after December 15, 2001.
Goodwill and intangible assets acquired after June 30, 2001 are subject immediately to the nonamortization
and amortization provisions of SFAS No. 142. Giga will adopt SFAS No. 142 during the first quarter of
fiscal 2002. As discussed in Note 4, Giga recorded an impairment charge related to goodwill of $512,000.
If Gigaweb, Ltd. continues to experience a contraction in its subscription base or market conditions further
deteriorate, the remaining goodwill of $663,000 could become impaired in the future. Since Giga acquired
Gigaweb, Ltd. after June 30, 2001, it did not record amortization related to this transaction, and therefore
Giga’s adoption of SFAS No. 142 is not expected to materially impact comparability of prior reported
results.

In October 2001, the FASB issued SFAS No. 144, “Accounting for the Impairment or Disposal of
Long-Lived Assets.” SFAS No. 144 supersedes SFAS No. 121, “Accounting for the Impairment of Long-
Lived Assets and for Long-Lived Assets to Be Disposed Of” and provides a single accounting model for
long-lived assets to be disposed of. This Statement is effective for fiscal years beginning after December
15, 2001. Giga anticipates that the adoption of SFAS No. 144 will not have a significant effect on its
financial position or its results of operations.

3. ACQUISITIONS

On July 9, 2001, Giga purchased 2,383 shares of common stock of Gigaweb, Ltd., which sells and
markets Giga’s research, advisory and consulting services primarily in Israel, for $574,000. This
transaction resulted from the exercise of an option by a number of the outside shareholders of Gigaweb,
Ltd., pursuant to a Stock Purchase Agreement. Under the terms of this option, Giga was required to
purchase the shares of Gigaweb, Ltd. based on a fixed multiple of the Annualized Value of Gigaweb Ltd.
one month prior to the date of exercise. Management believes the fixed multiple approximated fair value at
the date of acquisition, as compared to market multiples of other comparable companies. As a result of this
transaction, Giga’s ownership of Gigaweb, Ltd. increased from 7.8% to 53.4%. While immaterial to Giga’s
consolidated results, the results of Gigaweb, Ltd.’s operations have been included in Giga’s consolidated
results as of the date of acquisition.
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GIGA INFORMATION GROUP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

On December 31, 2001, Giga purchased the remaining 2,431 shares of Gigaweb, Ltd. for
$642,000 as a result of the exercise of the option held by the remaining principal shareholder of Gigaweb,
Ltd, pursuant to a Letter Agreement that amended the original Stock Purchase Agreement between Giga
and the shareholders of Gigaweb, Lid. (“Amended Agreement”). Under the terms of the Amended
Agreement, Giga was required to purchase the shares of Gigaweb, Ltd. based on a fixed multiple of the
Annualized Value of Gigaweb, Ltd. at December 31, 2001, or a defined minimum value. On the date the
option was exercised, Giga was required to pay the minimum value. The difference between the minimum
value and the fair value of the assets acquired was $332,000 and is included in the Consolidated Statement
of Operations under the caption “Impairment and other charges.” As a result of acquiring the remaining
shares of Gigaweb, Ltd., Giga’s ownership of Gigaweb, Ltd. increased from 53.4% to 100%. As of
December 31, 2001, Giga had recorded an amount payable of $642,000 related to this transaction, which is
included in accrued expenses and other current liabilities in the Consolidated Balance Sheet at December
31, 2001 and is expected to be paid in full by April 1, 2002,

The following table summarizes the estimated fair values of the assets acquired and liabilities
assumed at the date of acquisition (in thousands):

July 9, 2001 December 31, 2001 Total
Current assets $ 248  §$ 100 $ 348
Property and equipment 37 26 63
Goodwill 689 488 1,177
Total assets acquired 974 614 1,588
Current liabilities ' 141 73 214
Long-term liabilities 259 231 490
Total liabilities assumed 400 304 704
Net assets acquired $ 574 % 310 §$ 884

The unaudited proforma information below assumes that Gigaweb, Ltd. had been acquired at the
beginning of 2000. This is presented for informational purposes only and is not necessarily indicative of
the results of future operations or results that would have been achieved had the acquisition taken place at
the beginning of 2000.

Year Ended December 31,
(in thousands, except per share data - unaudited) 2001 2000
Revenue — proforma $ 70,128 $ 69,215
Net loss ~ proforma $  (2,632) $ 847D
Net loss per share (basic and diluted) — proforma $ (0.25) $ (0.83)

4. GOCDWILL

Due to significant deterioration in the financial performance of Gigaweb, Ltd. during the second
half of fiscal 2001 (including continued operating losses and a 47% decline in its Annualized Value),
management performed a review of the goodwill acquired and determined that an impairment occurred.
Giga’s management based its analysis on the guidance provided in SFAS No. 121, “Accounting for the
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GIGA INFORMATION GROUP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

Impairment of Long-Lived Assets and for Long-Lived Assets to be Disposed of.” Management’s analysis
concluded that the sum of the expected future cash flows (undiscounted and without interest charges) was
less than the carrying amount of Gigaweb, Ltd. and an impairment loss was recognized in accordance with
SFAS 121. Giga calculated this impairment charge as the difference between the carrying amount and fair
value of the asset, with fair value being estimated based on a multiple of Annualized Value, as determined
by the market value of other comparable businesses. Giga recorded an impairment loss of $512,000, which
is included in the Consolidated Statement of Operations under the caption “Impairment and other charges.”

The table below presents the changes in the carrying amount of goodwill for the year ended
December 31, 2001 (in thousands):

Goodwill
Balance as of December 31, 2000 $ -
Goodwill acquired during the year 1,177
Impairment loss (512)
Balance as of December 31, 2001 $ 665

5. SALE OF STOCK BY FORMER SUBSIDIARY:

On September 6, 2000, Giga Information Group S.A., Giga’s former wholly-owned subsidiary in
Paris, France that sold and marketed research, advisory and consulting services in France, Belgium,
Luxembourg and Switzerland, issued 482,484 shares of its common stock to new investing parties for
4,467,802 Euros or 9.26 Euros per share. Giga records gains and losses arising from issuances of stock by
its subsidiaries directly to additional paid-in capital in accordance with the provisions of SAB No. 51,
“Accounting for Sales of Stock of a Subsidiary.” Accordingly, Giga decreased the carrying value of its
investment in Giga Information Group S.A., now called GigaGroup S.A., and increased additional paid-in
capital by $812,000, representing the difference between the carrying value of Giga’s investment in
GigaGroup S.A. prior to the transaction and the fair value of the investment as determined by the
transaction. As a result of the issuance of these shares, Giga's ownership of GigaGroup S.A. decreased
from 100% to 19.9%. Since Giga no longer exercises significant influence over this entity, the results of
GigaGroup S.A. have not been included in the consolidated financial results of Giga since the date of the
stock issuance.

On October 12, 2001, GigaGroup S.A. issued a total of 419,410 additional shares of its common
stock to its investors. Giga relieved GigaGroup S.A. of $250,000 of trade accounts receivables due to Giga
in exchange for an additional 29,346 shares of common stock in GigaGroup S.A., giving Giga a total of
149,241 shares of the common stock. As a result of this transaction, Giga's ownership of the entity
decreased from 19.9% to 14.4%. Giga’s investment in GigaGroup S.A. of $1,059,000 is carried at cost and
is included in other assets on Giga’s Consolidated Balance Sheet at December 31, 2001.

6. RESTRUCTURING AND EXIT COSTS:

In February 2000, Giga announced its plan to restructure its events and conferences business. As a
result, Giga eliminated a total of 4 positions in the fourth quarter of fiscal 2000. Giga recorded a
restructuring charge of $70,000 for the year ended December 31, 2000 for severance and other employee-
related costs associated with this restructuring. All amounts related to the restructuring of the events and
conferences business were paid in the fourth quarter of 2000.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

In February 2000, Giga also announced its plan to consolidate operations in its Watford, U.K. and
Windsor, U.K. locations into one common facility in the Windsor area. Nine employees from its finance
and its conferences groups elected not to relocate to the Windsor area. In connection with this facility
project, Giga recorded a restructuring charge of $183,000 for the year ended December 31, 2000 for lease
cancellation fees and related costs and severance and other employee benefit costs. As of December 31,
2000, the remaining provision balance was $107,000. In June 2001, Giga announced its plan to cancel the
facility project in the United Kingdom. As a result, Giga recorded a net restructuring charge of $439,000
for the year ended December 31, 2001. This net charge consists of a $55,000 reduction to the provision
recorded in 2000, a $778,000 charge recorded in the second quarter of 2001 for facility and other exit costs
related to the cancellation of the project, and an adjustment recorded in the fourth quarter of 2001 for
$284.000 to reverse a portion of the charge booked in the second quarter of 2001 since the actual exit costs
were lower than contractual commitments. As of December 31, 2001, the remaining provision balance was
$21,000. The exit activities are expected to be completed by the end of the first quarter of 2002.

During 2001, Giga also recorded a restructuring charge of $890,000 for involuntary employee
termination benefits in connection with staff reductions made during the second, third, and fourth quarters
of 2001. There were a total of 117 employees terminated, 99 of whom were from North America and 18 of
whom were from Europe, across all departments. Employee termination benefits include severance, salary
continuation, medical and other benefits. As of December 31, 2001, the remaining provision balance was
$50,000. Giga expects to pay all of the remaining costs associated with the staff reductions by the end of
the first quarter of 2002.

The table below outlines the restructuring charges (in thousands, except number of employee
terminations.)

Year ended December 31,

2001 2000
Events and Conferences Business:
Accrued liability at beginning of period $ -3 -
Charges to operations
Severance and other employee related costs - 70
Costs incurred
Severance and other employee related costs - 70
Accrued liability at the end of the period $ - _$ -
Cash expenditures - 8 70
Number of employee terminations - 4
UK Facility Project:
Accrued liability at beginning of period $ 107 §$ -
Charges to operations
Facility costs and other related fees 439 183
Costs incurred
Facility costs and other related fees 525 76
Accrued liability at the end of the period $ 21 $ 107
Cash expenditures $ 525§ 76
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Year ended December 31,
2001 2000
Staff Reductions:
Accrued liability at beginning of period $ -3 -
Charges to operations
Severance and other employee related costs 890 -
Costs incurred
Severance and other employee related costs 840 -
Accrued liability at the end of the period $ 50 8 -
Cash expenditures $ 840 § -
Number of employee terminations 117 -

7. RELATED PARTIES:

In February 1998, Giga entered into an agreement with Mr. Gilmour, a director and co-founder of
Giga, relating to Mr. Gilmour's continuing relationship with Giga. As part of this agreement, Giga received
a 7.5% equity interest in a company newly formed by Mr. Gilmour and was granted an irrevocable, royalty-
free, worldwide license to use any software, products or technologies the new company develops during the
three-year period commencing on February 1, 1998.

In December 1998, Giga entered into an agreement with Mr. Crandall, a director of Giga, for
consulting services to be provided over a two-year period ending June 30, 2000. The agreement provided
for total payments of $300,000 for consulting fees and $48,000 for operational expenses. Also pursuant to
this agreement, Giga granted Mr. Crandall options to purchase a total of 100,000 shares at an exercise price
equal to fair market value of $3.625 per share, on the date of grant. The options vest over a four-year
period for services provided through June 30, 2000 (see Note 14).

In August 1999, Giga entered into an agreement with Mr. Landry, a director of Giga, for
consulting services to be provided over a two-year period ending August 31, 2001. Pursuant to this
agreement, Giga granted Mr. Landry options to purchase a total of 25,000 shares at an exercise price of
$5.75 per share, the fair market value on the date of grant. These options vested over a two-year period for
services provided through August 31, 2001 (see Note 14).

In July 2001, Giga entered into an agreement with Mr. Faherty, a director of Giga, for consulting
services to be provided over a two-year period ending July 17, 2003. Pursuant to this agreement, Giga
granted Mr. Faherty options to purchase a total of 15,000 shares at an exercise price of $0.79 per share, the
fair market value on the date of grant. These options vested immediately and are subject to the terms of
Giga’s 1999 Share Incentive Plan (see Note 14).
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8. PREPAID EXPENSES AND OTHER CURRENT ASSETS:

Prepaid expenses and other current assets consist of the following (in thousands):

December 31,
2001 2000
Prepaid compensation $ 3,091 $ 5,242
Other 1,095 810
Total $ 4,186 $ 6,052

9. PROPERTY AND EQUIPMENT

Property and equipment at cost, less accumulated depreciation and amortization, consist of the
following (in thousands):

December 31,

2001 2000

Computer and related equipment $ 11,399 § 9,633
Furniture and fixtures 2,344 2,181
Motor vehicles 35 -
Leasehold improvements 550 435

14,328 12,249
Less accumulated depreciation and amortization 8,558 5,874
Property and equipment, net $ 5770 $ 6,375

Depreciation expense, including amortization of assets under capital leases, was $3,576,000 for
the year ended December 31, 2001, $2,924,000 for the year ended December 31, 2000, and $1,893,000 for
the year ended December 31, 1999.

10. INCOME TAXES:

For financial reporting purposes, loss before income taxes includes the following components (in
thousands):

Year Ended December 31,

2001 2000 1999
Pre-tax loss from continuing operations:
United States $ 1456 $ (5778) $ (13,105)
Foreign (3,751 (2,479 (4,161)
Total $ (2295 $ (8257) $ (17,266)
F-17




GIGA INFORMATION GROUP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

The income tax provision (benefit) of the loss from continuing operations consists of the following
components (in thousands):

Year Ended December 31,
2001 2000 1999
U. S. Federal and state $ 140 $ O $ 60
Foreign - (24) 2
Income tax provision (benefit) $ 140 $ 25 $ 62

The income tax benefit of the loss from continuing operations differs from the amount of income
tax benefit determined by applying the applicable U.S. statutory income tax rate to pre-tax loss from
continuing operations as a result of the following differences:

Percentages for the
Year Ended December 31,
2001 2000 1999
Income tax at the statutory rate 34.0 (34.0) (34.0)
Foreign subsidiary losses with no benefit recognized (39.6) 9.1 7.6
Foreign income taxed at different rates 2.8) 0.8 0.6
U. S. losses with no benefit recognized 0.0 213 244
U. S. losses benefited 22.9 0.0 0.0
Nondeductible goodwill (13.2) 0.0 0.0
Other items - net (7.4) 2.5 1.8
Effective Tax Rate (6.1) (0.3) 0.4

Deferred income taxes reflect the net tax effects of temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the corresponding amounts used for
income tax purposes. Significant components of Giga's deferred tax assets and liabilities are as follows (in
thousands):

Year Ended December 31,
2001 2000 1999

Deferred tax assets:
Deferred revenue $ 1403 % 524 % 225
Net operating loss carryforwards 33,864 32,234 30,439
Other — net 2,041 2,293 1,770
Total deferred tax assets 37,308 35,051 32,434
Valuation allowance for deferred tax assets 37,308 35,051 32,434
Net deferred tax assets $ - 3 - 3 -

Giga has provided a full valuation allowance for the deferred tax assets since the realization of
these future benefits is not sufficiently assured as of the end of each related fiscal year. As Giga achieves
profitability, these deferred tax assets will be available to offset future income tax liabilities and expenses.
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Giga has available net operating loss carryforwards of approximately $85,820,000 at December
31, 2001 and $81,121,000 at December 31, 2000, which may be used to reduce future taxable income. Of
these amounts, at December 31, 2001 and 2000, U.S. carryforwards of approximately $71,441,000 and
$69,648,000 expire in various years through 2020, certain non-U.S. carryforwards of approximately
$14,379,000 and $11,472,000 expire in various years through 2005 and the balance may be carried forward
indefinitely. If losses of acquired companies are used to reduce future taxable income, associated tax
benefits will first reduce acquired goodwill and other non-current intangible assets before being recognized
as a reduction of income tax expense in the period the benefits are realized. Utilization of the net operating
loss carryforwards may be limited pursuant to the provisions of Section 382 of the Internal Revenue Code
of 1986, as amended.

Approximately $430,000 of the net operating loss carryforwards available for federal income tax
purposes relate to exercises of non-qualified stock options and disqualifying disposition of incentive stock
options, the benefit from which, if realized, will be credited to additional paid-in capital.

11. ACCRUED EXPENSES AND OTHER CURRENT LIABILITIES:

Accrued expenses and other current liabilities consist of the following (in thousands):

December 31,
2001 2000

Accrued compensation and benefits ~ $ 2,703 $ 5,526

Sales tax payable 1,169 1,165
Other 3,721 2,978
Total $ 7,593 3 9,669

12. BORROWINGS AND LONG-TERM DEBT:

In June 1997, Giga entered into a loan agreement with a lending institution collateralized by
certain equipment, machinery and fixtures. Under this agreement Giga received a $1,465,000 loan due in
December 2000 with an effective interest rate of 18.4%. In July 2000, Giga accelerated final payments due
on the loan, which resulted in a credit to interest expense of approximately $101,000.

Accounts Receivable Financing Agreement

In April 2000, Giga established a one-year Accounts Receivable Financing Agreement (the
“Financing Agreement”) with a bank, under which it could finance up to a maximum of $5.0 million of the
eligible accounts receivable, as defined by the Financing Agreement, at an advance rate not to exceed 80%.
Upon execution of the Financing Agreement, Giga paid fees totaling $30,000. Loans under the Financing
Agreement incurred interest at the bank’s prime rate plus 1.5%. A monthly collateral handling fee of
0.375% was charged on the average daily financed receivable balance outstanding. In connection with the
Financing Agreement, Giga issued warrants to purchase 24,000 shares of Giga common stock (see Note
14). During the year ended December 31, 2000, Giga pledged approximately $3.4 million of accounts
receivable as collateral, and received proceeds of approximately $2.7 million pursuant to the Financing
Agreement. Giga repaid approximately $1.4 million, leaving an outstanding balance of approximately $1.4
million and approximately $2.6 million available to borrow as of December 31, 2000.
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In April 2001, Giga renewed the Financing Agreement for a second one-year period under
identical terms except that loans under the renewed Financing Agreement bore interest at the bank’s prime
rate plus 0.5%. Upon renewal of the Financing Agreement, Giga paid fees totaling $25,000 and modified
the terms of the warrants issued in connection with execution of the Financing Agreement in April 2000
(see Note 14).

The Financing Agreement is collateralized by substantially all of Giga’s tangible and intangible
assets, including intellectual property. The Financing Agreement required Giga to conform to certain
financial covenants, including the requirement to increase the annualized value of Giga’s subscription
contracts on a quarterly basis and the requirement to maintain an adjusted quick ratio, a ratio of quick
assets, which includes unrestricted cash, cash equivalents and net billed receivables, to current liabilities
minus deferred revenue, of at least 1.25 to 1.00. As of June 30, 2001, Giga was not in compliance with
either of these covenants.

As a result of Giga’s non-compliance, on August 31, 2001, a Loan Modification and Forbearance
Agreement (the “August Forbearance Agreement”) was entered into by and between Giga and the bank.
Upon executing the August Forbearance Agreement, Giga paid fees totaling $10,000. Under the August
Forbearance Agreement, the bank agreed to forbear until October 31, 2001 from exercising its remedies
under the Financing Agreement. Effective September 1, 2001, loans under the August Forbearance
Agreement bore interest at the bank’s prime rate plus 5.5%, the monthly collateral handling fee rose to
0.875% on the average daily financed receivable balance outstanding, the amount of eligible receivables
decreased to a maximum of $4.0 million for the remainder of the one-year facility period and beginning
September 17, 2001, was reduced further by $312,500 on a weekly basis. However, as of September 24,
2001, the bank ceased the weekly reductions to the amount of eligible receivables through October 31,
2001 and reinstated the maximum amount of eligible accounts receivable to $4.0 million. Upon executing
the August Forbearance Agreement, Giga issued warrants to purchase 300,000 shares of Giga common
stock (see Note 14).

On November 6, 2001, as a result of Giga’s continued non-compliance with the financial
covenants of the Financing Agreement, Giga entered into a second Loan Modification and Forbearance
Agreement (the “November Forbearance Agreement”) with the bank, under which the bank agreed to
forbear from exercising its remedies under the Financing Agreement until December 31, 2001. The terms
of the November Forbearance Agreement maintained the existing forbearance interest rates and fees.
However, beginning on November 8, 2001, the maximum amount of eligible receivables was reduced by
$312,500 each week until the maximum amount of eligible accounts receivables reached $3,125,000.

During the year ended 2001, Giga pledged approximately $19.0 million of accounts receivable as
collateral, received proceeds of approximately $15.2 million and repaid approximately $14.1 million
pursuant to the Financing Agreement. An outstanding balance of approximately $2.5 million remained as
of December 31, 2001, fully utilizing the amount available under the Financing Agreement.

Although Giga was not in compliance with the financial covenants of the Financing Agreement as
of December 31, 2001, the bank thereafter continued to advance Giga funds pursuant to the terms of the
November Forbearance Agreement. During January 2002, Giga pledged approximately $1.9 million of
accounts receivable as collateral and received proceeds of approximately $1.5 million. During the first
quarter of fiscal 2002, Giga repaid a total of approximately $4.0 million, leaving no borrowings pursuant to
the Financing Agreement outstanding as of March 27, 2002.

On March 27, 2002, Giga renewed the Financing Agreement for a third one-year period (the

#2002 Financing Agreement”), allowing Giga to finance up to a maximum of $5.0 million of the eligible
accounts receivable, as defined by the 2002 Financing Agreement, at an advance rate not to exceed 80%.
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Upon execution of the 2002 Financing Agreement, Giga paid fees totaling $37,5060. Loans under the 2002
Financing Agreement will bear interest at the bank’s prime rate plus 1.0%. A monthly collateral handling
fee of 0.25% will be charged on the average monthly financed receivable balance outstanding. The 2002
Financing Agreement is collateralized by substantially all of Giga’s tangible and intangible assets,
including intellectual property. Giga is subject to various financial covenants under the 2002 Financing
Agreement, including the requirement to maintain a minimum adjusted quick ratio of 1.4 to 1.0 on a
quarterly basis, with the exception of the second fiscal quarter of 2002, where an adjusted quick ratio of
1.25 to 1.0 is permitted. Giga is also required to achieve a minimum net income of $1.00 on a quarterly
basis, with a one time quarterly net loss of $100,000 permitted.

Overdraft Facility

In August 2001, Giga’s wholly-owned subsidiary in the United Kingdom, Giga Information Group
Lid., established an Overdraft Facility (the “Overdraft Facility™) with a bank, under which it can borrow up
to 100,000 British pounds. The Overdraft Facility is scheduled to expire in July 2002. Upon execution of
the Overdraft Facility, Giga paid fees totaling 1,000 British pounds. Borrowings under the Overdraft
Facility bear interest at the bank’s base rate plus 1.5%. In December 2001, the terms of the Overdraft
Facility were amended. The terms of the amended Overdraft Facility maintain the existing interest rate and
allow Giga Information Group, Ltd. to borrow an additional 100,000 British pounds, for a total of up to
200,000 British pounds, through March 31, 2002. Upon execution of the amended Overdraft Facility, Giga
paid fees totaling 500 British pounds. Giga Information Group, Ltd. is currently in the process of renewing
the amended Overdraft Facility in order to maintain the ability to borrow the additional 100,000 British
pounds, for a total of up to 200,000 British pounds. There were no borrowings outstanding under the
Overdraft Facility at December 31, 2001 and at March 27, 2002.

The weighted average interest rate of outstanding short-term borrowings was 9.9% for the year
ended December 31, 2001 and 11.0% for the year ended December 31, 2000. There were no short-term
borrowings outstanding as of December 31, 1999.

13. COMMITMENTS AND CONTINGENT LIABILITIES:
Lease Commitments

Giga leases certain office space and equipment under operating and capital leases. The present

value of the remaining future minimum lease payments under capital leases is recorded as a capitalized

lease asset and related capitalized lease obligation.  Assets under capital leases are summarized as follows
(in thousands):

December 31,

2001 2000
Computer and related equipment $ 577§ 47
Furniture and fixtures 383 383
960 430
Less accumulated amortization 301 84

Net assets under capital leases 3 659 $ 346
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The future minimum payments under all leases with remaining non-cancelable terms of one year
or more, as of December 31, 2001, are as follows (in thousands):

Capital Operating
Leases Leases
2002 403 2,894
2003 304 2,426
2004 - 1,929
2005 - 1,670
2006 - 367
Thereafter - 112
Total minimum lease payments 707 9,398
Less estimated executory costs included in capital leases 89
Net minimum lease payments under capital leases 618
Less amount representing interest 39
Present value of net minimum lease payments under capital leases  $ 579

Rent expense, net of sublease income was approximately $2,639,000 for the year ended December
31, 2001, $2,308,000 for the year ended December 31, 2000, and $1,890,000 for the year ended December
31, 1999. Sublease income was approximately $363,000 for the year ended December 31, 2001, $196,000
for the year ended December 31, 2000, and $71,000 for the year ended December 31, 1999. During 2001,
Giga amended a sublease agreement where Giga’s rent expense for the premises exceeded the anticipated
sublease income. As a result of the new terms under the sublease agreement, Giga recorded a loss of
$113,000 in 2001 representing the loss for the remaining six months of the sublease agreement that expires
on June 30, 2002.

14. STOCK OPTIONS AND WARRANTS:
Stock Options

In October 1995, Giga adopted the 1995 Stock Option/Stock Issuance Plan (the “1995 Stock
Plan”). On August 28, 1996 the Board of Directors adopted the 1996 Stock Option Plan (the “1996 Stock
Plan”) to effectively supersede the 1995 Stock Plan. In May 1999, Giga adopted the 1999 Share Incentive
Plan (the “1999 Stock Plan™) to effectively supercede the 1996 Stock Plan. The 1995 Stock Plan provided
for the granting of options to purchase and for direct purchases of up to 1,033,333 shares of common stock.
The 1996 Stock Plan provided for the granting of options to purchase up to 1,000,000 shares of common
stock. On May 25, 2000, the shareholders approved an amendment to the 1999 Stock Plan, increasing the
maximum number of shares of common stock for granting of options, stock appreciation rights, stock
awards, performance awards and stock units by 2,000,000 to 3,000,000 shares directly, and up to 1,500,000
shares that are represented by awards granted, or to be granted, under any prior plan which are forfeited,
expire, or are cancelled without the issuance of common stock.

The 1995 Stock Plan, the 1996 Stock Plan, and the 1999 Stock Plan provide for grants of non-
qualifying and incentive options to employees of (including officers and directors who are employed by
Giga), and consultants to Giga for the purchase of shares of Giga's common stock, generally at the fair
market value determined by the Board on the date of the grant. The 1999 Stock Plan, as did the 1995 Stock
Plan, provides for direct purchases of common stock. The Board may determine the date on which these
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shares vest and become exercisable. Shares purchased as the result of the exercise of these options or direct
purchases under the 1995 Stock Plan are subject to Giga's right to repurchase such shares upon the
occurrence of certain events and at a price equal to the fair market value as defined on the date of
repurchase.

Options granted under the 1995, 1996, and 1999 stock plans have variable vesting periods. No
options granted under these plans have a term in excess of ten years after the date of grant.

In June 1997, Giga adopted the 1997 Director Stock Option Plan (the “Director Plan”) that
provides for the granting of non-qualifying stock options to purchase up to 50,000 shares of common stock.
Under the Director Plan, non-employee directors are entitled to receive options to purchase 2,000 shares of
common stock on July 1 of each year commencing in 1997. On May 25, 2000, shareholders approved
amendments to the Director Plan (i) increasing the number of shares of common stock in respect of which
options are to be granted to non-employee directors upon their initial election as a director from 2,000 to
25,000, (ii) increasing the number of shares of common stock in respect of which options are to be granted
to non-employee directors annually from 2,000 to 10,000, (iii) increasing the maximum number of shares
of common stock in respect of which awards may be granted from 50,000 to 300,000 (of which 163,000
shares were used for the “catch-up” grants described in clause (iv) and 70,000 shares were used for the year
2000 annual grants), and (iv) providing for a “catch-up” grant for all current non-employee directors as of
the date of the adoption of the amendments to the Director Plan. On June 4, 2001, the Board of Directors
approved an amendment to the Director Plan, commencing on July 20, 2001 and on July 20 of each year
thereafter, options to purchase 10,000 shares of common stock will be granted to each non-employee
director. In addition, each eligible non-employee director would receive an option to purchase 2,000 shares
of common stock upon the initial election to the Board of Directors. The exercise price of the options,
which vest in four equal installments starting from the date of the grant, will equal the fair market value on
the date of the grant. Each option shall expire ten years after the date of the grant.

In January, March, and May 1998 the Board voted to grant 66,535, 319,008 and 93,545 options,
respectively, to certain employees at exercise prices of $3.00, $3.00 and $10.50 per share, respectively.
The estimated fair market value of Giga's common stock at the date of each of these grants was determined
to be $8.40, $8.40 and $12.00 per share, respectively. Accordingly, such grants were deemed to be
compensatory options in accordance with Accounting Principles Board Opinion No. 25, “Accounting for
Stock Issued to Employees” (“APB No. 25”). During the year ended December 31, 2001, options to
purchase 100,000 shares were canceled. Because these options were unvested on the cancellation date, the
cancellation of the options resulted in a credit to option-related compensation expense of approximately
$183,000.

Pursuant to an agreement effective July 1998, Giga granted options to purchase a total of 100,000
shares to a director of Giga for consulting services to be rendered over a two-year period (see Note 7). The
options vest over a four-year period for services provided through June 30, 2000. Giga recorded
compensation expense of approximately $147,500 for the year ended December 31, 2000 and $120,000 for
the year ended December 31, 1999, representing the fair value of the options for the six-month period of
2000 and the twelve-month period of 1999 over which services were rendered.

Pursuant to an agreement effective August 1999, Giga granted options to purchase a total of
25,000 shares to a director of Giga for consulting services to be rendered over a two-year period (see Note
7). The options vested over a two-year period contingent upon services being provided through August 31,
2001. These options are variable and are marked to market in accordance with FASB Interpretation No.
28, “Accounting for Stock Appreciation Rights and Other Variable Stock Option or Award Plans,” which
resulted in a credit to option-related compensation expense of approximately $18,000 for the year ended
December 31, 2001 and compensation expense of approximately $59,200 for the year ended December 31,
2000 and $10,000 for the year ended December 31, 1999, representing the fair value of the options for the
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seven-month period of 2001, the twelve-month period of 2000 and the five-month period of 1999 over
which the services were rendered.

Pursuant to an agreement effective July 2001, Giga granted options to purchase a total of 15,000
shares to a director of Giga for consulting services to be rendered over a two-year period (see Note 7).
These options were granted at an exercise price equal to the fair market value on the date of grant and
vested immediately, resulting in no option-related compensation expense for the year ended December 31,
2001.

As a result of the credits of $183,000 and $18,000 to option-related compensation expense
discussed above, net of option-related expense recorded in 2001, Giga recorded a net credit to option-
related compensation expense of $60,000 for the year ended December 31, 2001. Total option-related
compensation expense recognized was approximately $444,000 for the year ended December 31, 2000 and
$486,000 for the year ended December 31, 1999.

A summary of stock option activity through December 31, 2001 is presented below:

Weighted Average
Shares Exercise Price

Outstanding at December 31, 1998 1,781,936 3.34
Granted 1,431,401 4.15
Exercised (87,233) 242
Forfeited/canceled (322,378) 5.08
Outstanding at December 31, 1999 2,803,726 3.58
Granted 1,110,654 6.37
Exercised (241,903) 2.51
Forfeited/canceled (385,772) 4.32
Outstanding at December 31, 2000 3,286,705 4.52
Granted 2,011,932 1.29
Exercised (13,788) 1.59
Forfeited/canceled (823,163) 4.38
Outstanding at December 31, 2001 4,461,686 3.10

Options vested and exercisable at the corresponding weighted average exercise price at December
31, 2001, 2000, and 1999, respectively, were 1,577,835 at $3.94, 1,084,370 at $3.34, and 799,105 at $2.63.

In July and October 1995 Giga granted options to purchase a total of 260,000 shares of common
stock other than pursuant to the 1995 Stock Plan at an exercise price of $1.50 per share. In February 2002,
options to purchase 220,000 shares of the total 260,000 shares were canceled due to termination of the
holder.

Giga has adopted the disclosure-only provisions of SFAS No. 123, “Accounting for Stock Based
Compensation,” but applies APB No. 25, “Accounting for Stock Issued to Employees,” and related
interpretations in accounting for stock options. Accordingly, no compensation expense has been
recognized for the issuance of stock options except for grants deemed to be compensatory options, as
previously discussed in this footnote. Pursuant to the required pro forma disclosure under the fair value
method of estimating compensation cost, Giga has estimated the fair value of its non-compensatory stock
options by applying the Black-Scholes method which considers volatility of the underlying stock using risk
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free interest rates based on zero coupon Treasury instruments with maturities similar to the estimated
option term and assuming no dividends.

Had compensation cost for Giga's stock option plans been determined based on the Black-Scholes
valuation at the grant date for awards in 2001, 2000, and 1999 consistent with the provisions of SFAS No.
123, Giga's net loss to common stockholders and net loss per share to common stockholders would have
been increased to the SFAS No. 123 pro forma amounts indicated below (in thousands, except per share
amounts):

Year Ended December 31,

2001 2000 1999

Net loss to common stockholders - as reported $ 2435 $ (8,232) $ (17,328)
Net loss to common stockholders - SFAS 123 proforma $ 4,551) $ (10,317) $ (18,219)
Net loss per share to common stockholders - as reported $ (023) $ (080 $ (1.73)
Net loss per share to common stockholders - SFAS 123 proforma $ (043) $ (1.00) $ (1.82)

Since options vest over several years and additional option grants are expected to be made in
future years, the effects of applying SFAS No. 123 in this pro forma disclosure are not indicative of the
effects on reported net income for future years. SFAS No. 123 does not apply to awards prior to 1996 and
additional awards in future years are anticipated.

The weighted average fair value per share of stock options at date of grant was $1.04 for the year
ended December 31, 2001, $5.21 for the year ended December 31, 2000, and $3.00 for the year ended
December 31, 1999. The fair value of each option granted during these years is estimated on the date of
grant using the Black-Scholes option pricing model and the following values:

Year Ended December 31,
2001 2000 1999
Expected volatility 100.00% 100.00% 79.52%
Dividend yield 0% 0% 0%
Weighted average expected lives, in years 6.1 6.0 6.0
Weighted average risk free interest rate 4.6% 6.3% 5.6%
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The following table summarizes the status of Giga's stock options outstanding and exercisable at
December 31, 2001:

Stock Options Outstanding Stock Options Exercisable

Weighted Weighted Weighted

Average Average Average

Range of Remaining Exercise Exercise

Exercise Prices Shares Contractual Life Price Shares Price

$0.60 to $0.79 543,000 9.55 $0.77 15,000 $0.79
$0.85 t0 $0.85 776,000 9.57 $0.85 - $0.00
$1.50 to $1.75 491,333 6.30 $1.62 251,401 $1.50
$1.80 to $3.00 514,018 7.95 $2.70 187,545 $2.92
$3.31 t0 $3.88 422,249 6.12 $3.45 317,026 $3.46
$3.93 t0 $3.94 600,000 7.36 $3.94 291,667 $3.94
$4.00 to $5.29 460,731 7.98 $4.79 212,789 $4.71
$5.75 t0 $7.13 565,846 8.38 $6.64 237,383 $6.49
$7.62 t0 $12.13 88,509 7.97 $8.71 45,024 $9.20
4,461,686 8.05 $3.10 1,557,835 $3.94

Warrants

In connection with its engagement of a private placement agent for the sale by Giga of the Series
B Convertible Preferred Stock (“Series B”) in June 1995, Giga agreed to issue the placement agent a
warrant to purchase 107,876 shares of Series B (35,959 shares of common stock on an as-converted basis)
at an exercise price of $4.625 per share ($13.875 per share of common stock on an as-converted basis).
Giga believes the fair market value of the warrant was nominal. These warrants expired in November
2000.

In connection with the issuance of Series C Convertible Preferred Stock (“Series C”) in 1997,
Giga issued warrants to purchase up to 1,409,127 shares of Series C (551,574 shares of common stock on
an as-converted basis) at an exercise price of $4.50 per share ($13.50 per share of common stock on an as-
converted basis). These warrants are for a term of five years and are scheduled to expire on various dates
beginning in March 2002 through January 2003, subject to earlier expiration upon the occurrence of certain
events.

In April 1998, Giga entered into a Loan and Warrant Purchase Agreement whereby Giga issued
convertible promissory notes with a face value of $10,000,000, at an annual rate of 12.0% and warrants to
purchase up to 166,666 shares of common stock in exchange for cash proceeds of $10,000,000. These
warrants are exercisable at $3.00 per share, for a period of ten years from the date of grant. On August 4,
1998, warrants to purchase 47,999 shares of common stock were exercised for cash of $143,997, at an
exercise price of $3.00 per share. On January 27, 1999 and March 8, 1999, warrants to purchase a total of
12,666 shares of common stock were exercised for a cash total of $37,998 at an exercise price of $3.00 per
share. On January 28, 2000 and August 2, 2000, warrants to purchase a total of 41,999 shares of common
stock were exercised for cash of $125,997 at an exercise price of $3.00 per share.

In connection with the issuance of Series D Convertible Preferred Stock (“Series D”) in 1998,
Giga issued warrants to purchase 154,285 shares of Series D (102,857 shares of common stock on an as-
converted basis) at $9.00 per share ($13.50 per share of common stock on an as-converted basis) pursuant
to the Loan and Warrant Purchase Agreement. These warrants expire on April 5, 2003.
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In April 2000, Giga issued warrants to purchase 24,000 shares of common stock in connection
with the Financing Agreement (see Note 12). The warrants were exercisable at any time at $5.00 per share
and are scheduled to expire on May 25, 2005. The estimated fair value of the warrants at the time of
issuance was approximately $82,000, which was recorded as deferred financing costs and are included, net
of accumulated amortization, in prepaid expenses and other current assets on Giga’s Consolidated Balance
Sheet at December 31, 2000. These costs were amortized over the original term of the Financing
Agreement and were fully amortized by the end of the first quarter of 2001. In connection with the renewal
of the Financing Agreement in April 2001, the terms of the warrants issued and outstanding upon the
original execution of the Financing Agreement were modified such that the exercise price was reduced to
$1.50 per share from $5.00 per share. The fair value of the repricing was approximately $7,000, which was
charged to expense upon the modification of the terms of the warrants. As of December 31, 2001, none of
these warrants had been exercised.

In September 2001, upon execution of the August Forbearance Agreement (see Note 12), Giga
issued warrants to purchase 300,000 shares of Giga common stock. The warrants are exercisable at any
time at $0.97 per share and are scheduled to expire on September 5, 2008. The estimated fair value of the
warrants at the time of issuance was approximately $231,000, which was recorded as deferred financing
costs and are included, net of accumulated amortization, in prepaid expenses and other current assets on
Giga’s Consolidated Balance Sheet at December 31, 2001. These costs are being amortized over the
remaining seven months of the original term of the renewed Financing Agreement. As of December 31,
2001, Giga recognized charges of approximately $132,000 for the amortization of the financing costs. As
of December 31, 2001, none of these warrants had been exercised.

15. STOCK PURCHASE PLANS/AGREEMENTS:
Employee Stock Purchase Plan

On May 10, 1999, Giga adopted the 1999 Employee Stock Purchase Plan (“the 1999 Purchase
Plan”), which enables employees to purchase shares of Giga common stock. The 1999 Purchase Plan is
administered by the Compensation Committee of the Board of Directors. Under the 1999 Purchase Plan,
eligible employees enroll in a two-year offering period and purchase shares at the end of two, one-year,
purchase periods. Offering periods begin on the first day of January, April, July and October of each year.
The purchase price is 85% of the lesser market value on the first day of the offering period or the last day
of each purchase period. The maximum number of shares an employee can purchase in a purchase period
is 5,000 shares. An employee’s rights under the 1999 Purchase Plan terminate upon voluntary withdrawal
from an offering or termination of employment. Giga reserved 750,000 shares, plus an annual increase to
be added on the first day of each fiscal year beginning in the year 2000, equal to the lesser of (i) 750,000
shares, (ii) one percent of the outstanding shares on such date, or (iii) a lesser amount determined by the
Board of Directors. During 1999, offering periods began on July 1 and October 1. Under the 1999
Purchase Plan, Giga issued 187,626 shares for the year ended December 31, 2001 and 137,304 shares for
the year ended December 31, 2000. No shares were issued under the 1999 Purchase Plan in 1999.

16. STOCKHOLDER RIGHTS PLAN

On February 18, 2000, Giga’s Board of Directors adopted a Stockholder Rights Plan (“Plan”)
designed to protect Giga stockholders in the event of takeover activity that would deny them the full value
of their investment.

Terms of the Plan provide for a dividend distribution of one right for each share of Giga common

stock to holders of record at the close of business on March 3, 2000. The rights will become exercisable
only in the event, with certain exceptions, a person or group of affiliated or associated persons accumulates
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15 percent or more of Giga’s voting stock, or if a person or group announces an offer to acquire 15 percent
or more of Giga’s voting stock. A stockholder who owns 15 percent or more of Giga’s voting stock as of
February 18, 2000 will not trigger this provision unless the stockholder thereafter acquires an additional
one percent or more of the outstanding stock. The rights will expire on February 18, 2010.

Each right will entitle the holder to buy one one-hundredth of a share of a new series of preferred
stock at a price of $95. In addition, upon the occurrence of certain events, holders of the rights would be
entitled to purchase either Giga stock or shares in an “acquiring entity” at half of market value. Further, at
any time after a person or group acquires 15% or more (but less than 50%) of Giga’s outstanding voting
stock, subject to certain exceptions, the Board of Directors may, at its option, exchange part or all of the
rights (other than rights held by the acquiring person or group, which would become void) for shares of
Giga's common stock, initially on a four-for-one basis.

Giga generally will be entitled to redeem the rights at $0.01 per right at any time prior to the time
there has been a public announcement of the acquisition of a 15 percent position in its voting stock, subject
to certain exceptions.

17. EMPLOYEE BENEFIT AND DEFERRED COMPENSATION PLANS:

In the United States, Giga maintains a Savings and Retirement Plan (the “401(k) Plan”) under
Section 401 of the Internal Revenue Code. In 1997, Giga amended its 401(k) Plan specifying that
employees can enter the plan on the date of hire or the first day of the month. In 1998, Giga amended its
401(k) Plan specifying that employees can enter the plan on the first day of the month following the date of
hire. Employees must have attained the age of 21. In prior years, employees were eligible to participate in
the 401(k) Plan who worked a minimum of one year and had attained the age of 21. Giga matched by 25%
that portion representing the first 3% of an employee's base salary and by 50% that portion representing the
next 3% of an employee's base salary. Effective in 1997, the employer contributions are discretionary after
considering business results at the conclusion of each plan year. Giga did not make any discretionary
contributions to the 401(k) Plan during the years ended December 31, 2001, 2000, and 1999.

In the United Kingdom, Giga maintains a defined contribution plan. All permanent employees
who have attained the age of 20, and are not contributing to a personal pension plan, are eligible to
participate. Giga matches a percentage of employee contributions, which are invested at each participant's
discretion in a choice of three funds. The employer matching percentage is determined within defined age
ranges. Giga’s match totaled approximately $81,000 during the year ended December 31, 2001, $46,000
during the year ended December 31, 2000, and $39,000 during the year ended December 31, 1999.

18. LISTING OF COMMON STOCK:

On January 4, 2001, Giga announced that the listing of its common stock was transferred to the
Nasdaq SmallCap Market from the Nasdaq National Market effective as of the opening of business on
January 5, 2001. Giga was no longer in compliance with the minimum $50,000,000 market capitalization
requirement for continued listing on the Nasdaq National Market. On March 23, 2001, Giga announced
that the listing of its common stock was transferred to the OTC Bulletin Board from the Nasdaq SmaliCap
Market effective as of the opening of business on March 23, 2001. The listing of Giga’s common stock
was transferred to the OTC Bulletin Board because Giga was not in compliance with the net tangible
assets/market capitalization/net income requirement, including the minimum $35,000,000 market
capitalization requirement.
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16. SEGMENT INFORMATION:

Giga has determined that it operates in one reportable segment, advisory services. This
determination is based on Giga’s method of internal reporting and the similarities among its products and
services. Giga’s products and services are similar with regard to financial performance and business risk,
targeted customer market, the methods used to market, sell and provide its products and services to
customers and their purpose which is to provide customers with objective research and advice and
personalized consulting on developments and trends in information technology.

Revenues from the products and services within, and in support of, Giga’s advisory services are
presented in detail in its Consolidated Statements of Operations. No single customer accounted for more
than 10% of Giga’s revenues for the year ended December 31, 2001, 2000, and 1999.

The accounting policies used to evaluate performance are the same as those described in the
“Summary of Significant Accounting Policies” (Note 2). Giga evaluates performance based on income
(loss) from operations.

Giga conducts business principally in the United States and United Kingdom. Operations in
France (through August 31, 2000, see Note 5), Germany, Italy and Israel (as of July 9, 2001, see Note 3)
have been aggregated (collectively “Other International”). Revenues are reflected in the geographic area in
which the sales are recorded. The following table presents information about Giga’s reported revenues and
total assets for the year ended December 31, 2001, 2000, and 1999 (in thousands):

Revenues
Year Ended December 31,
2001 2000 1999
United States $ 58,076 $ 56,779 $ 46,921
United Kingdom 9,063 8,818 3,848
Other International 2,619 3,126 1,732
Consolidated revenue $ 69,758 $ 68,723 $ 52,501
Total Assets
December 31,
2001 2000 1999
United States $ 33,008 $ 38,613 $ 36,726
United Kingdom 4,697 4,060 4,193
Other International 2,051 1,611 3,276
Consolidated total assets $ 39,756 $ 44,284 $ 44,195
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20. QUARTERLY OPERATING RESULTS (Unaudited):

(in thousands, except per share data) Three Months Ended
March 31, June 30, September 30,  December 31,
2001 2001 2001 2001

Total revenues $ 17,470 $ 18,714  $ 16474  $ 17,100
Costs of services 7,132 9,140 5,419 5,957
Gross profit 10,338 9,574 11,055 11,143
Net income (loss) 465) - (3,476) 534 972
Earnings (loss) per share

Basic $ (0.04) $ (0.33) $ 005 $ 0.09

Diluted $ (0.04) $ 033) $ 005 § 0.09

Three Months Ended
March 31, June 30, September 30, December 31,
2000 2000 2000 2000

Total revenues $ 16,839 $ 17,458 % 17,689 § 16,737
Costs of services 7,115 8,622 7,900 7,017
Gross profit 9,724 8,836 9,789 9,720
Net loss (2,464) (2,763) (2,029) 977)
Loss per share

Basic $ (0.24) $ 027) $ 020 $ (0.09)

Diluted $ (0.24) $ 027) % 020) % (0.09)

(1) Certain amounts have been reclassified to conform with the current classifications.
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Year ended December 31, 1999
Allowance for doubtful accounts

Allowance for sales cancellations

Valuation allowance for deferred tax assets

Year ended December 31, 2000
Allowance for doubtful accounts

Allowance for sales cancellations

Valuation allowance for deferred tax assets

Year ended December 31, 2001
Allowance for doubtful accounts

Allowance for sales cancellations

Valuation allowance for deferred tax assets

Giga Information Group, Inc.
Schedule II - Valuation and Qualifying Accounts
(in thousands)

Additions
Balance at Charged to Balance at
Beginning Other End
of Year Additions® Accounts Deductions® of Year
$410 $102 $0 $39 $473
$0 $0 $0 $0 $0
$30,082 $2,352 $0 $0 $32,434
$473 $0 $38° $123 $388
$0 $0 $0 $0 $0
$32,434 $2,617 $0 $0 $35,051
$388 $692 $49¢ $501 $628
$0 $500 30 $0 $500
$35,051 $2,257 $0 $0 $37,308

a: Additional provisions and foreign currency translation effects.
b: Specific write-offs and foreign currency translation effects.
¢: Recoveries of accounts previously written off.

d: Allowance of $18,000 assumed upon acquisition of Gigaweb Information Group, Ltd. in 2001 and $31,000 of recoveries

of accounts previously written off.
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